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q A service that starts 
with consideration of 
the investor’s needs and 
then goes into the mar- 
ket to find securities 
that meet those needs 
has proven profitable to 
our clients for twenty- 
one years. 


q We can still serve a 
few clients who wish 
such individual invest- 
ment service. 


C. M. KEYS & CO. 


Established 1911 
39 Broadway New York 


through The Financial World. 


medium. 


results! 


Advertising to 
Business Executives 


National advertisers who want to command the attention of important 
business executives can reach thousands of these decision-making leaders 


Top executives are busier than ever these days—their jobs require 
every available ounce of energy, and the full extent of their mental re- 
sources, to cope with present conditions and carry their companies 
through to victory. Consequently, they have little time for extensive read- 
ing—their reading is confined to those publications which are essential. 


The Financial World is not only essential—it is indispensable to its 
readers, particularly NOW. That’s why it is such a splendid advertising 


Try it out in your advertising-to-executives program. It will bring 
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x IN * 
FORTHCOMING 
ISSUES 


Money Rates and 
Bank Stocks 


ALow money rates throughout most of 
last year, together with a situation which 
prompted many bankers to maintain 
extreme liquidity, were hardly conducive 
to a high level of bank earnings for 
1931. Despite declining profits last 
year and the probability that little, if 
any, change has occurred during the 
past month or so, many bank stock 
jssues appear outstandingly attractive 
on the basis of a statistical study. Con- 
sidering factors other than cold statis- 
tices, however, what is the outlook for 
the coming months with respect to 
earnings and dividends? Does this type 
of security have an appeal for the aver- 
age investor, or should it still be re- 
garded as suitable only for the wealthy? 
An analysis of the situation is now in 
preparation. 


Foreign Trade and the 
American Seller 


ADecreased purchasing power of our 
foreign customers, their heavy indebt- 
edness to us, and exchange restrictions 
which have been established in recent 
months, are all factors of importance to 
American companies which do any 
great amount of business abroad. We 
know that the situation is unsatisfac- 
tory now, but what about the future? 
A discussion of this situation, including 
specific companies affected, will appear 
in an early issue. 


Earnings Gains from 
Sales Losses 


AOne of our leading corporations ex- 
perienced a small loss in gross revenues 
last year but, because of superior man- 
agement and intelligent economies, it 
was able to close the books for the year 
with gains in both operating income and 
final net income figures. The present 
common dividend rate, which is being 
earned by a fairly good margin, affords 
a yield of approximately 61% per cent 
at current prices. The issue is listed on 
the New York Stock Exchange. 


PLEASE NOTE: 


STAMPED self-addressed 

envelope accompanying 
each inquiry directed to the 
Confidential Advice Service is 
absolutely essential if a prompt 
reply is to be received. Confine 
each letter to one security, so 
that the specialist handling the 
industry which it represents can 
give his undivided attention to 
your problem. It is to your own 
advantage that you cooperate 
in this respect. 
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BUSINESS FLOWS 


To THOSE 


WHO SEEK 


DVERTISERS who are con- 
tent to sit back these days 
are going to have an in- 

finitely harder time when condi- 
tions return to normal. 


It is the advertiser who has the 
foresight that is going ahead— 
laying his plans carefully for the 
future and gathering in whatever 
sales there are to be had today. 


And—there zs business to be had— 
for those who go after it. 


Business flows to those who seek 
it. Of course it requires more ag- 
gressiveness today than it did a 
few years ago. But was it ever so 
easy to get business as it was at 
that time? 


Now it is necessary to get back to 
fundamentals. In order to move 
merchandise, salesmanship of the 
highest type is required. And 
advertising is its chief ally. 


vol 
wee 

Today, manufacturers and distrib- 

utors need aggressive advertising, 

not only in the media they have 7 [ 
been using, but in the more special- ; 
salt 
ized periodicals. lib 
act 
This is particularly true of products els 
pre 
and services that are beyond the fa 
means of the masses, and must Po 
of necessity appeal only to the C 
N 
wealthy. . 
( 

Now here’s a thought for adver- m 

eX 
tisers to ponder. You pay for * 
space on the basis of circulation. of 
W 

Of course, you can not expect to 

sell every reader, but you should . 

expect that every reader will be able d 

to buy what you have to offer. ; 

When you advertise in The Finan- — 


cial World you have the assurance 
that the vast majority of its readers 
are people of means; otherwise 
they could have no interest in the 
contents of this paper. 


Before making up your schedules for spring and sum- 

mer, it will be to your interest to call in one of our 

representatives who will be glad to give you all the 
pertinent facts about this effective medium. 
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THE FINANCIAL WORLD 


The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
as long as it clings to this ideal it can count upon the support of the investing public. 
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The Trend of Things 


Market makes little response to Steel dividend and earnings — No fundamental 

changes yet noted in business — Glass banking bill holds threats to markets — 

More liberal banking policies needed for revival — New York to cut building 
wages, other sections may follow 


audience of bankers last week to tell them that 

their current policy of liquidity should be checked, 
sales of securities and calling of loans stopped, and more 
liberality adopted in granting of bank credit. Concerted 
action in those directions would do more than anything 
else to hasten the appearance of sustained business im- 
provement and, in any event, Mr. Mills’ speech should go 
far toward quieting foreign talk of our embarking upon a 
policy of uncontrolled inflation. 


of bankers MILLS wisely selected an 


TEEL mill operations continue to show slight gains, 
with the current rate placed at about 29 per cent as 
against 28 per cent a week ago (but 47 per cent a year ago). 
Total carloadings changed slightly, but merchandise and 
miscellaneous traffic expanded about in line with seasonal 
expectations. Automobile production has slowed up, the 
industry showing signs of hesitancy pending appearance 
of Ford’s new models. Electric power output is declin- 
ing, but the movement is entirely seasonal. 


NNOUNCEMENT of a 25 per cent reduction of wages 
in the building trades in New York will probably 
be followed by similar action elsewhere throughout the 
country, and a concerted movement toward lower wages in 
this industry would undoubtedly mean a greater volume 
of new construction in later months than would otherwise 
be seen. With material costs down and the prospect of 
labor costs being substantially reduced, better mortgage 
money conditions remain one of the principal factors which 
must be seen before this highly essential industry begins 
to show the vitality of former years. 


LTHOUGH the signs are minor and scattered, some 
indications have appeared of slight gains in employ- 
ment. Steel mill labor is increasing, of course, as a result 
of the gentle upward trend in activity, and better condi- 
tions are reported by tires and other automotive lines. So 
far, however, the movement has not yet assumed suffi- 
cient proportions to afford grounds for satisfaction. The 
passage of the weeks may bring a different picture. 
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Nore: The “Market Value” trend lines show the actual market valuation of all stocks listed on the New York Stock Exchange; the solid line 


reflects the figures reported once a month by the Stock Exchange, whereas the dotted line shows the week-to-week 
Wortp. The “Loan Ratio” expresses the percentage of brokers’ loans (to Stock Exchange members) to total mark 
rted monthly, while the dotted line shows THE FinaNciAL Wor Lp’s computation of c es which 
during the month. Percentage of monthly sales to total number of listed shares is shown by the line ‘‘ Percentage Turnover in Sales.” 
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Securities Outlook 


LTHOUGH stock price movements 
have been, on the whole, indecisive 
in the past week or so, the action has car- 
ried the suggestion of increasing resistance 
to adverse news and it may be that the 
conclusion is warranted that new buying, 
little as it has been, is about offsetting the 
liquidation which is undoubtedly still 
going on in some sections of the list. 

With the Reconstruction Finance Cor- 
poration now a fact, lower railroad wages 
virtually assured, a balanced Federal 
budget probable, beginning July, and 
similar favorable factors already acecom- 
plished or clearly in prospect, it may be 
difficult to see from what source (other 
than actual business revival) any impetus 
to higher stock prices could come. Fur- 
ther drying up of liquidation, however, 
and a growing’ confidence that remedial 
measures now being undertaken will begin 
to show results in the not far distant 
future, should bring about an improve- 
ment in security prices. There is no 
assurance that tomorrow, or next week, 
will not bring lower prices than those now 
prevailing, but there is very good assur- 
ance that the general level of stock prices 
is not far removed from .a permanent 
bottom. 

Those who are interested in capital 
appreciation over the years to come do not 
eoncern themselves with attempting to 
catch the absolute bottom of a secular 
movement (which is well nigh impos- 
sible), and it makes little difference to 
them if purchases are made four or five 
points away from the absolute lows. 
Therefore, they take advantage of such 
opportunities as arise from time to time, 
confident in the knowledge that the 
average buying prices will in the long run 
represent very attractive bargain levels. 
A policy of this sort appears called for at 
the present time. 


AAA 
Business Prospect 


LTHOUGH trade figures show sea- 
sonal gains in activity here and 
there, it is difficult to escape the con- 


clusion that the business picture, as a 
whole, is still one of indecision, with a 
minimum of changes of any magnitude. 
Several more weeks of lack of significant 
changes would suggest that we are again 
moving across a broad bottom, such as 
those witnessed during the first five 
months of both 1930 and 1931. Hopes 
persist, however, that the latter part of 
this year will not see new low levels 
reached, as was the case in each of the 
two preceding years. 

In the present instance there is per- 
haps more basis than before for the hope 
that later months will bring sustained 
improvement instead of the disillusion- 
ment which was previously experienced. 
Regardless of the opinions held a year or 
two ago, it now is clearly recognized that 
our ills have been largely the result of an 
unsatisfactory eredit situation. Increas- 
ing contraction of credit accommodations 
brought in its wake liquidation of values 
of all sorts, impairment to confidence, 
restricted purchasing power, and lower 
industrial activity. Official statements 
accompanying year-end reports of leading 
banks proudly point to the extreme 
liquidity (in'some instances amounting to 
90 per cent and more) of the institutions, 
but no reference is made to the fact that 
such a condition is the result of calling 
outstanding loans and refusing to make 
new ones, thereby depriving general 
business of an exceedingly vital aid. A 
passing of the mania for liquidity (on the 
part of individuals as well as institu- 
tions) should begin to be seen in coming 
months, and it is on this factor that 
recovery appears to depend. Based on 
present indications, we seem warranted 
in looking for a higher rate of business 
and profits in the second half of 1932 than 
is being witnessed during the current 
period. 

AAA 
Credit Situation 


T SEEMS impossible for Congress to 
continue its recent admirable record 

of common sense with respect to legisla- 
tion devised to hasten business and eco- 
nomie recovery, the present monkey- 
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Tue Components: This is an unweighted index of five sensitive series of industrial activity; 
new building contracts, electric power production, automobile output, steel mill activity, and 
merchandise, miscellaneous and less-than-carload freight traffic. Adjustments have been made 
for normal seasonal variation, and the average for the four years 1925-1928 is used as the base. 


wrench in the machinery being the Glass 
banking bill. What is needed now mog 
than perhaps anything else is a halt to 
liquidation, but passage of the Glass bill 
in its present form could have no Other 
effect than to induce further liquidity 

particularly in the security markets, The 
bill apparently minimizes the fact, for 
instance, that loans on security collatera) 
may be made for any purpose other thap 
speculation, although many business 
terprises might have no other collatera] 
to offer as security for credit accommodg. 
tion to be used for strictly business py, 
poses. 

The January 20 statement of Federal 
Reserve reporting member banks showed 
loans against security collateral in excess of 
$5.6 billions, and if restrictions are to be 
thrown around such loans, the only result 
can be further liquidation of a significant 
portion of the presently existing total, 
with its concomitant influence upon 
security prices. 

Another feature of the proposed legis. 
lation deserves no less attention from the 
investing public, and that is the limitation 
to 15 per cent of capital and 25 per cent 
of surplus, of the amount which a bank 
may invest in bonds. Application of that 
provision would bring at least temporary 
demoralization in the bond market, inas- 
much as those institutions which are now 
holding more than the stipulated amount 
in bonds, would be forced to sell (in some 
cases quite substantial amounts) in order 
to bring themselves within the stipulated 
limits. 

It is gratifying to note that considerable 
opposition to the bill has already arisen, 
and protests against its passage can 
hardly be made too vigorous. * 


AAA 
Market Valuations 


A SHARP drop in prices following the 
reduction of the Steel dividend 
brought market values down $1,170 mil- 
lions for the week of January 20-27, ac- 
cording to THe Financtat Wor tp Index 
on page 3. This adds to a total that makes 
the September, 1931,-January, 1932, de- 
cline the most severe since the depression 
set in. Though the succession of declines 
was momentarily interrupted from Octo- 
ber 5 to November 9 last year, this does 
not change the loss resulting, in excess 
of $18 billions. In actual dollar logs this 
is not as great as the October-December, 
1929, drop, which exceeded $22 billions, 
but the lower base from which it started 
results in a comparative loss of 40 per 
cent against only 26 per cent in 1929. 
The liquidation of loans in the corre- 
sponding periods shows a similarly large 
drop, although in the closing months of 
1929 brokers’ loans were reduced $4.6 
billions against $850 millions in the past 
five months. In the earlier period, loans 


were down 51 per cent from their higher | 


base, while in the latest reduction, they are 
off 62 per cent. The greater part of 1931 
saw the contraction of loans at a steady 
pace. The first five weeks of that year 
furnished reductions that were followed 
by six weeks of moderate advances. From 
March 18 to August 19, five months, there 
were only two weeks of interruption to a 
steady downtrend. From there until Sep- 
tember 2 there were three weekly reports 
of small increases. Since September 2 the 
trend has been successively lower for 
twenty weeks, bringing the ratio of loans 
to market values to 1.91 per cent. The 
turnover in stocks for the week was light, 
(Please turn to page 35) 
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What Can We Expect 
the Reconstruction 
Finance Corporation? 


the Reconstruction Finance Cor- 

poration, is undoubtedly one of the 
most important pieces of financial legis- 
lation since the Federal Reserve Act. 
The scope of the corporation and the 
preadth of the powers conferred upon its 
officers are comparable only to the War 
Finance Corporation, after which, in 
many respects, the Reconstruction Fi- 
nance Corporation was modeled. In view 
of the many similarities between these 
two emergency government corporations, 
a brief review of the history of the War 
Finance Corporation will perhaps provide 
a good background for a consideration of 
the new body. 


Te Walecott-Strong bill, creating 


The War Finance Corporation 


The War Finance Corporation Act was 
approved in April, 1918. It set up the 
War Finance Corporation with an au- 
thorized capital of $500 millions, all to be 
subscribed by the United States Govern- 
ment, with powers to (1) Deal in U. S. 


Government bonds; (2) make advances . 


for a term not to exceed five years to any 
bank which had made loans to any busi- 
ness whose operations were necessary or 
contributory to the prosecution of the 
war; (3) in exceptional cases, to make 
advances direct to industries in the ‘‘ nee- 
essary or contributory” category, in- 
cluding loans to railroads for the pur- 
pose of making additions, extensions, or 
betterments; (4) issue bonds to an 
amount not exceeding six times the paid in 
capital of the corporation. 

The above indicates quite clearly that 
the original legislation conceived the War 
Finance Corporation purely as a war time 
emergency measure. In fact, it included 
a provision for the liquidation of the Cor- 
poration six months after the end of the 
war. Had there been no amendments to 
the original act creating the War Finance 
Corporation, the history of this organiza- 
tion would be of relatively little interest 
here. However, this body was not des- 
tined to function solely as a war time 
expedient, but it continued its operations 
for several years after the end of the war. 

The War Finance Corporation Act was 
amended several times, the most im- 
portant amendment being that of August, 
1921, ‘“‘to provide relief for producers of 
and dealers in agricultural products.” To 
quote the amendment: 


“Conditions arising out of the war, 
or out of the disruption of foreign 
trade created by the war, have re- 
sulted in or may result in an ab- 
normal surplus accumulation of many 
staple agricultural products of the 
United States, and the ordinary 
banking facilities are inadequate to 
enable producers of or dealers in such 
products to carry them until they 
can be exported or sold for export in 
an orderly manner.” 


FEBRUARY 3, 


1932 


By 
GEORGE H. DIMON 


Editorial Staff, 
Tue FinanctaL WoRLD 


To correct that situation, the 
corporation was empowered to 
make advances for periods not 
exceeding one year to dealers in 


agricultural products and coopera- 

tive marketing associations, purchasers 
of agricultural products, and to banks 
and bankers carrying agricultural paper. 

Following the passage of this amend- 
ment, the major portion of the Corpora- 
tion’s business was transacted under its 
provisions. 

Thus, the organization which was 
originally set up to help finance war 
activity functioned for several years after 
the cessation of hostilities as an emer- 
gency corporation providing credits for 
American enterprise which, due to the 
severe economic unsettlement of the times, 
could not otherwise have been obtained. 

As the Reconstruction Finance .Cor- 
poration is to perform a similar function 
in a time of economic stress of even 
greater severity, it is not surprising that 
it should be modeled after the War 
Finance Corporation. It is to be hoped 
that it can produce as beneficial results 
as were obtained by its war time and 
post-war counterpart, and that the re- 
sults can be obtained, as was the case 
with the War Finance Corporation, with 
relatively small actual cash outlay. Prob- 
ably the best augury of success for the 
new corporation is to be found in its 
executive heads. Eugene Meyer, who 
directed the War Finance Corporation 
and who is now Governor of the Federal 
Reserve Board, will be chairman of the 
board of the new corporation, and Charles 
G. Dawes, eminent Chicago banker, for- 
mer Vice-President, and a director of the 
Federal Budget, will be president. With 
these experienced leaders, the public may 
rest assured that the management will be 
in exceptionally strong and capable 
hands. The Secretary of the Treasury, 
the Farm Loan Commissioner, Mr. Meyer 
and Mr. Dawes, and three other Presi- 
dential appointees will comprise the direc- 
torate. 


The Authorized Capitalization 


The Corporation will have capital stock 
of $500 millions, subscribed by the U. S. 
Treasury, and is empowered to issue 
bonds or notes of not more than five years’ 
maturity to an amount not to exceed 
three times the paid in capital stock. 
Thus, the total authorized capital is two 
billion dollars. The obligations of the 
Corporation will be fully guaranteed as to 
both principal and interest by the U. S. 
Government, will be exempt from normal 
income taxes, and may be purchased and 
sold by the Treasury. 


Agriculture, financial institutions, and . 
the railroads are intended to be the three 
main beneficiaries of the activities of the 
Corporation. Quoting from Section 5 of 
the Act: 


“To aid in financing agriculture, 
commerce and industry, including 
facilitating the exportation of agri- 
cultural and other products, the Cor- 
poration is authorized and empow- 
ered to make loans . . . toany bank, 
savings bank, trust company, build- 
ing and loan association, insurance 
company, mortgage loan company, 
credit union, Federal Land Bank, 
Joint Stock Land Bank, Federal In- 
termediate Credit Bank, agricultural 
credit corporation, live stock credit 
corporation organized under the laws 
of any state, or of the United 
States.” 


Riders on the Bill 


Under an amendment to the original 
bill, loans may be made to banks which 
are closed or in process of liquidation, to 
help depositors in these banks, but the 
total of such loans is not to be in excess 
of $200 millions. Another amendment 
provides that $50 millions of the original 
capital shall be made available to the 
Secretary of Agriculture for the purpose 
of making loans or advances to farmers 
who would otherwise be unable to obtain 
funds necessary for 1932 crop production. 
All loans are to be ‘‘fully and adequately 
secured,’ but except for the stipulation 
that no loans may be made on foreign 
securities, the management is given wide 
discretion as to collateral requirements. 
The Corporation is empowered to accept 
drafts and bills of exchange drawn upon 
it for the purpose of financing transac- 
tions involving exportation of agricultural 
or other products except munitions. This 
is expected to be especially beneficial to 
American agriculture, whose foreign mar- 
kets have been seriously limited and 
diminished by unstable conditions abroad 
and the resultant impossibility of arrang- 
ing satisfactory credits. 

As loans to railroad companies are 
expected to constitute a major activity of 
the Reconstruction Finance Corporation, 
the bill goes into some detail in establish- 
ing the procedure which must be followed 
in making loans of this type. To quote 
the text: 

(Please turn to page 31) 
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N THE summer of 1929, writing for 
World’s Work, this writer said, ‘‘ It 
seems time for new investors who 

have been buying stocks to take a leaf 
from the experience of our older investors 
and start following their practice of buy- 
ing bonds.”’ Since then we have had suc- 
cessive waves of panicky selling in the 
stock market that have carried stock 
prices to lower levels than they have ever 
before reached if we make allowance for a 
normal growth in value at about the rate 
of growth of population of the country, 
which growth history shows us is one that 
can be counted on over a series of years. 

This would seem to indicate that now 
may be the first time since the theory of 
‘‘Common Stocks as Long Term Invest- 
ments”’ became popular that it can wisely 
be put into practice by conservative 
investors. Mr. Edgar L. Smith’s book 
with the above title appeared in Decem- 
ber, 1924. His study and others which 
followed it contributed greatly to the 
popularity of common stocks. Late in 
1925 Barron’s Financial Weekly awarded 
prizes to the compilers of two lists for 
the investment of $100,000 for a widow, 
both of whom recommended that as much 
as 40 per cent of the total be placed in 
stocks. This widow could today buy 
more than twice as much common stock 
for long term investment as she could in 
the fall of 1925. 


Courage Needed 


What is needed now, as much as any- 
thing else, to bring this country out of 
the depression, is a little more courage on 
the part of investors and a renewal of 
faith in the future of the United States. 
There is sound basis for such faith and 
courage. 

The unsound superstructure of specu- 
lative pyramiding has been largely wiped 
out. The collateral, or ‘‘margin’’ ac- 
count, loans of New York Stock Exchange 
members, which grew from around one 
billion dollars in 1921 to eight billions in 
1929, are now down to about half a 
billion. The prices of stocks are relatively 
lower than they ever have been if we con- 
sider that this is still a growing country. 
The railroads, which have been the weak- 
est link in the domestic economic chain, 
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By JOHN. K. BARNES 


Former Financial Edilor, World's Work 


have a definitely improved outlook due 
to the general realization of the serious- 
ness of their plight, to the evidence of 
some change in attitude toward them on 
the part of the Interstate Commerce Com- 
mission, to the Supreme Court’s unani- 
mous decision in the grain rate case, to 
the creation of the Reconstruction Fi- 
nance Corporation, and to the helpful co- 
operation they are receiving from labor 
in solving their immediate problem of 
keeping out of receiverships. 

In this connection, showing what prog- 
ress we have made in solving economic 
problems, it is interesting to recall that 
after the bursting of the speculative 
bubble in 1873, a 10 per cent cut in rail- 
way wages in 1877 was followed by 
strikes and riotous outbreaks in which 
much property was destroyed. It is also 
interesting to note that by 1878, that 
great depression had run its course, ‘‘the 
necessary liquidation had been com- 
pleted, and the country had entered upon 
a new period of prosperity.” 


The Basis for Faith 


There is also basis for faith in that his- 
tory shows us that after each economic 
crisis which this country has suffered it 
has emerged, after a period of depression 
varying from a few months to five years, 
stronger and more prosperous than ever. 
After 1879, for instance, the economist 
tells us the standard of living was raised, 
without straining the resources of the 


country, to levels which would have been 
regarded as extravagant and wasteful in 
1873. That has been the oft repeated 
story of progress in this country. 

In searching for a sound foundation 
for greater prosperity after the present 
depression, may it not be found in the 
cooperation of labor which is supplying 
one of the remedies to cure the depression? 
Will capital not only be willing but wise, 
when the brighter days come, to see that 
the working man and woman receives a 
larger part of the national income? The 
need for capital accretions to provide for 
increased productive capacity will be 
relatively small for the next few years. 
The present need is for greater capacity 
to consume what we can now produce, 
May we not hope that capital will be 
foresighted enough to see that the work- 
ing people secure the means to increase 
their consumption nearer to the levels of 
their desires? There seem reasons to 
believe that this may be the next long 
step forward in this democracy. The 
churches have thrown their weight in 
favor of it. Such a book as James Thrus- 
low Adams’ ‘‘The Epic of America” is a 
strong argument for it. Out of economic 
crises come such fundamental changes 
as this. 


A Greater Prosperity? 


With a little vision, one may see in this 
a basis for far greater prosperity than 
this country has ever had. But even 
without this vision, one can, from his 
knowledge of the past and belief in 
human nature when put to the test, fore 
see the return of good business in this 
country of one hundred and twenty mil- 
lion ambitious and resourceful people. 

At this moment it lies largely with the 
people themselves, when these better 
times shall come. As soon as the people 
throughout the country regain their con- 
fidence and renew their faith, we will be 
on the upward road. Politicians can not 
inspire them. Bankers are not likely to 
lead them. They themselves must lead 
the way. Mob psychology carried them 
to the heights from which we tumbled in 
1929. It will be sane reasoning and 
courageous action on the part of the pub- 
lic that will bring us out of the depths. 
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Transactions 


When seeking opportunities 


stocks in a small number of shares, consideration must 
be given to the many handicaps that are singularly 
attached to this type of program 


among the low-priced 


By WILLIAM J. HEALY 


HE problem confronting every in- 
yestor who admits to the advantages of 
proper diversification of his investments 
is just how far he should go in that direc- 
tion. Each ease is peculiar to itself and 
best understood by the interested party. 
It would not help the aim for safety to 
invest all of one’s capital in the stock of 
the company from which one receives 
wages or salary and to buy a house mort- 
gaged by the same company. This may 
appear extreme, but it is too often found 
to be an actual case. Territorial diversi- 
fication is most desirable in security repre- 
sentations or realty, whether this be in 
the form of bonds, mortgages, stocks, 
bank deposits, brokerage, or insurance. 

There is the other extreme to which 
many go in having themselves spread over 
so broad a field that it becomes cumber- 
some. They can not possibly keep 
vigilant watch over their investments 
and unless they are in a position to em- 
ploy help to do so, they lose the benefits 
that would ordinarily be found in a 
moderated diversification of interest. 
The costs become prohibitive in employ- 
ing counsel, and when changes become 
necessary or additions advisable it is a 
most expensive method of operation. It 
is to be favored, however, over the other 
extreme, over-concentration. 


Graduated Commission Rates 


A summary of the various costs at- 
tached to security transactions brings to 
light many factors that one can not 
afford to overlook in getting the most 
for his money. The established com- 
mission rates of the New York Stock 
Exchange and its members for buying 
or selling stocks in one hundred share 
lots is as follows: 


Commission 

Price (100 Shares) 
15.00 
17.50 
25.00 
30.00 
35.00 


If a rigid maintenance of this schedule 
is adhered to, a purchase of 100 shares 
of a stock selling at $1 a share would 
add 7144 per cent to the purchase price. 
Though a rather heavy premium, it must 
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be understood to involve the same 
amount of services as a higher priced 
purchase. The same commission on a 
purchase of 100 shares of a stock selling 
at 97/s represents only 0.76 per cent. The 
change between brackets is not so abrupt, 
although 100 shares at $10 involving a 
commission of $12.50 is a premium of 
1.25 per cent. 

When buying stocks that have con- 
vertible issues in the same price bracket 
it is often economical to favor the senior 
issue. A typical case is afforded by 
General Cable. The Class A stock is 
convertible into two shares of common. 
To buy 200 shares of the common at 24% 
would involve a commission of $15.00, 
or 3 per cent of the purchase price. Buy- 
ing the equivalent interest in 100 shares 
of the Class A stock at $5 a share calls 
for a commission of $7.50 or 1144 per cent 
of the purchase price. There is even 
greater economy when selling, for the 
stamp: tax is also halved. 


Minimum Charges 


Commissions on transactions in stocks 
selling for less than $1 are usually gov- 
erned by the ‘‘proceeds’’ and are arbi- 
trary, depending upon the turnover in 
the account and relations of the customer 
to broker. Many houses maintain a 
minimum charge, ranging from as high 
as $5 to as low as $1 on small transactions 
and on odd-lot business where less than 
100 shares of stock are 
represented. 

The over-diversified 
investor carrying five 
share lots of fifty dif- 
ferent securities must 
recognize the heavy 
costs he is incurring 
if he is paying the 
average $3 minimum 
commission each time 
there is a turnover in 
his stocks. Similarly, 
in considering transfer 
exchanges between is- 
sues priced at $1 a 
share, a buying and 
selling commission of 
$7.50 each way would 
subtract 15 per cent 
in the Exchange. 

Another factor gen- 
erally ignored by the 
patron of the lower 


priced shares is found in taxes, 

both State and Federal. At pres- 

ent a tax of two cents a share 

must be paid to both State and 
Federal governments on all security sales. 
On a 100 share transaction a fee of $4 is 
thuspaid. Inthemostrecent tax proposals 
it has been suggested that an increase of 
one cent on Federal and two cents on 
State taxes be enacted. If carried, this 
would mean a combined tax of $7, on 
every sale of 100 shares. The need for 
raising funds to eliminate governmental 
deficits prohibits challenging the fairness 
of this levy, but it appears that some 
consideration could be given to the 
holder of low priced issues who is forced 
to contribute more than his just share. 
A tax levy based on the proceeds of the 
sale would be the fairest means of dis- 
tributing this burden. 


Inequitable Taxes 


A case in point can be found in the 
holder of 100 shares of a low priced 
stock such as Manati Sugar. He sells 
his stock for 50 cents a share, and in ad- 
dition to the broker’s commission would 
pay a tax of $7 out of the proceeds of 
$50. Another holder of a higher priced 
stock such as American Telephone & 
Telegraph sells his stock at $120 a share, 
realizing proceeds of $12,000 on which 
the tax would be $7 on the basis of the 
new proposal. In the first case the tax 
of 14 per cent is prohibitive when com- 

pared with the latter 

transaction, where it 

only represents less 

than eight one-hun- 
. dredths of one per 
| eent. Unless the pa- 
tron of low priced 
shares is to be given 
more considerate 
treatment this factor 
had better be recog- 
nized, or his already 
depleted equities will 
be lost entirely 
through inequitable 
taxation. 

The selling taxes 
are governed by the 
par value of the stock. 
All stocks of either 
$100 or no par value 
require payment of 
the full tax of four 
cents a share, two for 
New York State and 
two for the Federal 


Government. With 
(Please turn to 
page 30) 
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Sinclair Consolidated Oil Cor- 

poration, The Prairie Oil & Gas 
Company, and The Prairie Pipe Line 
Company, as recently agreed upon by 
their directors, will constitute the most 
important corporate development in the 
oil industry since the consolidation of 
Standard Oil of New York and Vacuum 
last summer. The resulting unit, to be 
called the Consolidated Oil Corporation, 
will rank as the second largest inde- 
pendent and will be exceeded by only 
four of the Standards, on the basis of 
total indicated balance sheet assets. 
The following tabulation shows the rela- 
tive size of the eight largest units of the 
American oil industry according to their 
1930 balance sheets. 


(Oa of the merger of 


Total Assets, 
Less Reserves 
Company (000,000) 

Standard Oil (New - $1,771 
Socony-Vacuum. 961 
Standard Oil (Indiana) . 801 
Standard Oil of Calif. ........... 610 
‘exas Corporation............. 582 
{533 
472 


tAs of May 31, 1931. 


For well over three years rumors have 
circulated intermittently that Sinclair 
and the two Prairies would be combined, 
and it is known that active negotiations 
have been in progress for more than a 
year. The final plan (agreed upon by the 
directors and subject to stockholders’ 
approval at meetings to be held March 1) 
provides for the Sinclair Company to 
change its name to Consolidated Oil 
Corporation and give to its own stock- 
holders shares in the new name to replace 
their present holdings. Consolidated Oil 
will then buy from the two Prairie com- 
panies all their assets, good-will and 
business, subject to all outstanding and 
contingent liabilities, and will issue to 
those companies in exchange therefore its 
common stock in the proportion of one 
share for each outstanding share of 
Prairie Oil & Gas and one and four-tenths 
shares for each outstanding share of 
Prairie Pipe Line. The Prairie companies 
will distribute the Consolidated Oil shares 
pro rata to their stockholders, and will 
probably be dissolved in a comparatively 
short time. The following table shows 
the present outstanding shares of the con- 
stituent companies and the new shares 
which will be issued: 


Shares of 

Present Consolidated 
Outstanding Oil to be 

Outstanding 
Sinclair Consol... .. 6,107,403 6,107,403 
Prairié Oil & Gas.... 2,441,432 2,441,432 
Prairie Pipe Line... 4,050,000 5,670,000 
14,218,835 


The 


Sinclair-Prairie 


AAA 


By C. C. BAILEY 
Editorial Staff, Tue Financia, Worip 


The new company will issue no new 
senior securities ahead of the 14.2 million 
shares of no par common, but will inherit 
from the Sinclair Company about $65 
millions of 7 and 61% per cent collateral 
bonds and about $3 millions of other 
underlying debt and purchase money 
obligations. The Sinclair Company also 
has outstanding 141,294 shares of 8 per 
cent preferred ($100 par) which will not 
be retired at this time. Consolidated Oil 
will also inherit from Sinclair an au- 
thorization (none of which has been 
used) of 5 million shares of no par pre- 
ferred stock. 


Strong in Cash 


The strong cash and current position 
revealed by the accompanying condensed 
balance sheet indicates that no new 
financing will be necessary for some time, 
since the bond issues mentioned above 
do not mature until 1937 and 1938. 
The rather large item of inventories in- 
cludes 50 million barrels of crude oil to 
be taken over from Prairie Oil & Gas, 
which in the past has been the dominant 
factor in the mid-continent in production 
and purchasing of crude. Prairie Pipe 
Line contributes comparatively _ little 
inventory, but brings into the combina- 
tion one of the most extensive pipe line 
systems of the country, including 6,300 
miles of trunk lines with a capacity of 
more than 200,000 barrels daily. Its 
addition to the Sinclair lines in the mid- 
continent, which have been built since 
that company sold its half interest in 
Sinelair Pipe Line Company in 1930 
to Standard Oil of Indiana, will give the 


Merger 


combination the largest pipe line system 
in the world. In addition to its own pro- 
duction and storage facilities the Prairie 
Oil & Gas Company contributes a 65 per 
cent interest in Producers & Refiners 
Corporation which has important invest. 
ments in operating gas companies con- 
trolling large gas reserves and gas pipe 
lines. The refining and retail marketing 
facilities of the new unit will be con. 
tributed almost entirely by Sinclair, 
which has refineries with a rated capacity 
of more than 130,000 barrels of crude runs 
a day. It markets more than a billion 
gallons of gasoline a year and is one of 
the largest manufacturers of lubricants, 
Its products are distributed through 
more than 33,000 retail outlets in 45 
states and in Mexico, Cuba and European 
countries. 


Combined Earnings 


Although it is obvious that any pro 
forma earnings compilation can not be 
considered as limiting, or defining, the 
potential profits of the combination under 
normal conditions, it may be pointed out 
that on the basis of the 1930 reports (the 
latest period for which all three constitu- 
ent companies have reported) combined 
gross revenues amounted to $314.7 mil- 
lions, from which there was a theoretical 
balance available for the 14.2 million 
shares of the new company of $7.3 mil- 
lions, equal to 52 cents a share. Sinclair 
reported a $10 millions deficit for the first 
half of 1931, a slightly larger loss than 
sustained for the full year 1930; on the 
basis of results for the nine months 

(Please turn to page 32) 


PRO FORMA BALANCE SHEET OF CONSOLIDATED OIL CORPORATION 
As of ney 31, 1931 


(In thousands of dollars) 
Sinclair 


Consolidated Consol... Prairie Prairie 


Assets 
Fixed assets, less reserves 
Investments and advances. 
Cash and marketable securities.............. 


Total current assets................ 


Liabilities 
Funded debt and purchase money obligations. 
Net worth to common stock (including miscell. 


Oil Corp. Oil Corp. Oil & Gas Pipe Line 


$351,938 $216,470 $61,608 $73,860 
31,785 » 21,459 9,948 378 
64,543 21,094 16,061 27,388 
60,504 29,455 29,248 1,801 
18,617 13,849 2,651 


$143,664 $64,398 $47,426 $31,840 
cr. $28,853 $28,853 
$5,130 $4,399 550 181 


$532,517 $306,726 $90,679 $135,112 
23,100 15,632 $3,007 $4,461 


427,380 209,057 «87,672 
$532,517 $306,726 $90,679 $135,112 


; THE FINANCIAL WORLD 


2 
~ “4 . 
= 
bets 
al 
di 
d 
P 
a 
t 
I 
1 
( 
. 
I 
. 
| 
| 
3 


Are the 


Meat Packers 
Checkmated? 


By A. WESTON SMITH, Jr. 
Associate Editor, Tue Financia 


law of ‘‘ the survival of the fittest”’ has 

been greatly modified during the past 
two decades, so far as American business 
and industry are concerned, for no longer 
do strong financial positions, efficiently 
operated plants, or essential products 
of life hold the same significance in 
determining profits. Retail distribution 
has superseded mass production as the 
prime asset in recent industrial progress, 
and those corporations without direct 
outlets for their products have become 
subject to the domination of other indus- 
tries which control sales to the ultimate 
ecgnsumer. The bread and cake bakers 
have achieved a high degree of efficiency 
in their production, but profits continue 
low because the grocery store chains 
domineer the retail market. An unsettling 
influence upon the oil industry is the tre- 
mendous increase in gasoline service sta- 
tion chains, and those units which have 
confined their activity to the producing 
and refining divisions have been hard 
pressed to find profitable outlets. Even 
the large and well managed tire manu- 
facturers have felt the vicissitudes of the 
same trend with the mail order companies 
dictating price schedules to suit them- 
selves. Many other industries have been 
subject to similar developments, but none 
has suffered the need for direct retail 
distribution as have the meat packers. 


[' WOULD seemas though that ancient 


The Shadow Hangs Ominously 


Prior to the era of ‘trust busting,” 
when retail distribution was a secondary 
and rather unimportant factor, the big 
meat packers enjoyed the same freedom 
which other divisions of the food industry 
have since come to regard as an inalien- 
able right. A number of 
abuses, some real and some 
imaginable, cropped out in 
that early period, and the “Big 
Four” packers, Armour, Swift, 
Wilson and Cudahy, found it 
advisable to accept a Consent 
Decree in 1920. They agreed 
to divest themselves of all 
interests other than the pack- 
ing of meats and never again 
to permit their facilities to be 
used in the handling or dealing 
in unrelated commodities or for tak 


hangs ominously over the 


packing industry 


the operation of any meat market or 
public store. The shadow of this so-called 
Packers’ Consent Decree has hung om- 
inously over the industry ever since. 

Just a year ago, a ray of sunshine 
pierced this gloom when the District of 
Columbia Superior Court partly modified 
the decree by lifting the prohibition 
against packers from engaging in allied 
lines, except retailing. But this suggestion 
of hope has since been dissipated by the 
protest of the Department of Justice of 
the Federal Government, last December, 
asking that the United States Supreme 
Court set aside the lower court’s decision, 
which favored modification. The plea 
contends that since the decree had been 
entered by the consent of the packers 
and the Government, it could not be 
modified in any essential feature without 
the consent of all parties concerned. On 
this basis it appears that the Govern- 
ment has a good chance of foreing the 
withdrawal of the modification. 

In other words, the ‘‘ big four” packers 
are not only suffering from the disad- 
vantage of not having retail outlets, they 
are forbidden to have them by the Con- 
sent Decree, and it is extremely doubtful 
if the next ten or twenty years will witness 
any relief so far as this division of the 
agreement is concerned. Being subject 
to such a restraint, the packers are at the 
merey of their customers who control 
ultimate consumer sales. And herein lies 
the probable reason for the great decline 
in prices during 1931, which was one of 
the most disastrous years in the history 
of the industry. : 

At the doorstep of the grocery store 
chains has been laid the blame for the 
demoralization in the prices of bread, 


cigarettes and several other commodities, 
but their action in each instance has not 
been for the purpose of tantalizing any 
single industry. The purpose of price 
cutting by the chains has been one of 
using certain popular products as ‘‘loss 
leaders” to attract customers to the 
stores. It was simply a means to an end. 
‘ Now the grocery chains in their efforts 
to attain maximum efficiency are at- 
tempting to utilize every nook and corner 
of their units to market allied products. 
A butcher shop requires a nominal 
amount of space, only a small outlay for 
equipment, and fits well into the corner 
of any moderately sized grocery store. 
Meat, whether fresh or cured, is also a 
highly desirable accessory line to gro- 
ceries, for it is purchased by the house- 
wife, who is inclined to follow the line of 
least resistance and make all of her pur- 
chases for the table in a single store. 
There are no statistics available on the 
total number of meat departments which 
have been added to the chain grocery 
stores, but a cursory study of several of 
the leading chains indicates that the num- 
ber has increased about four-fold in the 
past two years. The trend is now decid- 
edly toward the installation of a-meat de- 
partment in practically every unit of the 
leading grocery chains. Will the com- 
bined effect of this development be the 
ultimate domination of the meat indus- 
try by the chains? If a leaf is taken from 
the recent history of the bread bakers, the 
answer to this question is, probably, “‘ yes.” 


Near Term Prospects 


In considering the obstacles and diffi- 
culties which now surround the meat 
packers, both big and little, few reasons 
can be found to become even moderately 
enthusiastic regarding their near term 
prospects. Perhaps the trend of com- 
modity prices will be reversed, and inven- 
tory profits will take the place of the sub- 
stantial losses which are now being ac- 
cepted. But this alone will not correct 
the problem of retail distribution which 
appears to be the truly serious weakness 
in this industry. 

Without exception, strong financial 
positions have recently been reported for 
all of the meat packing companies, but not 
a single one was able to cover its common 
dividend during the past fiscal year, be- 
cause of lower profit margins and severe in- 
ventory losses. Conservatism, therefore, 
should dictate avoidance of these stocks. 
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POSITION OF THE BOND MARKET 


The Outlook for Various Classes of Bonds 
Bond Movements of the Week Analyzed 


THE WEEK IN BONDS 


market as a whole is likely until there is 
a definite turn for the better in corpora- 
tion earnings, anything which offers some 
assurance of stemming the tide of liqui- 
dation which swept over the bond market 
in 1931, carrying many prices down far 
below any reasonable estimate of intrinsic 
value, is most welcome. Several recent 
developments seem to offer promise of 
cessation of the type of liquidation which 
demoralized the bond market last year. 
The enactment of the Reconstruction 
Finance Corporation bill is the most 
important. The Finance Corporation will 
lend money to banks and other financial 
institutions on bond and other security 
collateral, which should make it unneces- 
sary for any fundamentally sound bank 
Eee, or insurance company to sacrifice bond 
; holdings in the open market to raise liquid 


last three months of 1931, and the ‘‘coun- 
try banks” located in the smaller com- 
munities probably liquidated an even 
larger amount. 

Since the major purpose of the Recon- 
struction Finance Corporation is to ‘‘stop 
deflation,” and since financial institutions 
(which, in the aggregate, constitute by 
far the most important class of bond 
investor) and railroads are to be two of 
the chief beneficiaries of this organiza- 
tion’s operations, and since certain de- 
moralizing factors which were working 
last year are no longer present in 1932, it 
would seem reasonable to expect a much 
more stable market this year, even though 
the lack of any indication of a substantial 
recovery in business activity and corpora- 
tion earnings in the near future would 
seem to preclude the possibility of the 


rediscounting of corporation bonds and 
other assets which are not eligible for 
discount operations at the Federal Re 
serve Banks, and the Railroad Credit 
Corporation, organized by the railroads 
to make loans out of the pool of freight 
surcharges granted under the Interstate 
Commerce Commission’s decision in the 
15 per cent rate increase case. 

In addition to the improvement in rail- 
road credit arising from the organization 
of these emergency credit corporations, 
there have been several Interstate Com- 
merce Commission and U. S. Supreme 
Court decisions which have helped greatly 
as indications of a more liberal adminis 
trative and judicial attitude toward the 
railroads. The recent decision of the 
I. C. C. permitting the merger of the St. 

(Please turn to page 35) 


be NEW BOND OFFERINGS FOR THE WEEK 
te. (New offerings aggregating less 
than $1,000,000 are not included) Interest Offering ‘Yield or 
Name of Issue Offered Date Price Basis % 
Commonwealth Water Co. (New Jersey)...... first mtge. 5s ‘‘A’’........ i947 ea 1,000,000 J.& D. 5 6.00 
first & ref. mtge. 6s ‘“*C”’.....1947 ..... 7,500,000 F.& A. 91% 6.90 
(Exce ept in cases of entire issues called amounts 
called for less than $10,000 are not included) Call Date 
Name of Issue Amount Price Payable 
Laguna-Maywood Land Corp................. _ Entire 102 Feb. 1, 1932 
first leasehold mtge. 6s, 1933 
Entire ...103-100 Mar. 1, 1932 


. Nore: Coupon paying agents or trustees will supply complete lists of bond numbers called for redemption. 
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United Corporation’s 


Dividend 


Prospects 


By JAMES C. DE LONG 
Editorial Staff, 
Tue FInaANcIAL WoRLD 


ated United Corporation, covering 

the eventful year 1931, reveals a 
striking divergence from what has come 
to be generally anticipated in the way of 
investment trust earnings, as both gross 
and net results for the year showed a sub- 
stantial gain over the 1930 period. 
Recurring revenues of $19.3 millions 
represented an increase of 23 per cent 
over 1930 income from interest and divi- 
dends and this ratio was carried forward 
to net profits, despite a sizable increase 
in interest charges. Close examination 
of reports for the past two years, how- 
ever, reveals that no management wiz- 
ardry was responsible for this expansion 
in revenues, although the company has 
been less affected by the necessity of 
dividend revisions than the general run of 
investment companies. That 1931 earn- 
ings eclipsed previous year’s results is 
explained by the fact that up to and 
including March, 1931, the company 
steadily increased its investments in 
dividend paying securities, either through 
outright purchase or by exchanging its 
own common stock for underlying equi- 
ties. Thus in March, 1931, the company 
turned over to St. Regis Paper Company, 
2,170,666 shares of its common stock and 
received in exchange, 4,070,000 shares of 
Niagara Hudson Power which boosted 
annual revenues by $1.6 millions. As a 
result of this transaction, United Corpora- 
tion common stock was increased from 
12,360,531 to 14,531,197 shares, the 
amount outstanding at the end of the 
year. Per share earnings in 1931 on 
increased capitalization amounted to 76 
cents, a margin of 1 cent per share over 
present annual dividend rate, and com- 
pared with 78 cents in the previous year. 


What the Earnings Show 


Earnings of the company for the past 
year, however, have little bearing upon 
immediate future results as adjustments 
in dividends on securities owned, the 
effects of which are not fully reflected 
in last year’s report, have considerably 
reduced cash income of the company, and 
it appears likely that 1932 earnings will 
fall short of last year’s results, even 
granting possible portfolio readjustments 
for income purposes. Last year the 
company received $764,264 in the form of 
dividends from its Commonwealth & 
Southern holdings. During the year 
that company reduced dividend dis- 
bursements on its common stock from a 
60 to a 30-cent annual basis and if the 
present rate is maintained throughout the 
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Te report of the Morgan domin- 


year the com- 
pany will pay to 
United Corpora- 
tion $539,481 in 
dividends, or 
$224,783 less 
than that paid in 1931. The same ap- 
plies in the case of its holdings of Colum- 
bia Gas & Electric common stock. 
United Corporation owns 2,424,356 shares 
of this issue, on which it received divi- 
dends amounting to $1.87) per share in 
1931. Cash income from this source last 
year amounted to $4.5 millions, equal to 
about 31 cents per share of United Corpor- 
ation common. Columbia Gas has elected 
to discontinue cash disbursements on its 
common and has substituted in lieu there- 
of, payments in 5 per cent convertible 
preferred stock at the annual rate of 
$1.50 per share. 

While this represents a material cur- 
tailment in cash income for United Cor- 
poration, the substitution of preferred 
stock payments by Columbia means, in 
effect, an accumulation of cash which 
will revert to the company at some future 
date. The preferred stock which United 
will receive on its Columbia Gas invest- 
ment is convertible into Columbia Gas 
common on a five-for-one basis (and is 
callable at $100 per share). Once Colum- 
bia Gas common crosses $20 per share, 
each $1 increase in price of this issue 
will be equivalent to a $5 per share 
increase in the convertible preferred, 
on the present conversion basis. In the 
meantime, United Corporation will re- 
ceive some 36,365 shares of this con- 
vertible preferred stock per annum, on the 
basis of present holdings of Columbia 
Gas common, and on this stock will 
receive, in addition, dividends at the rate 
of $5 per share per annum. If, of course, 
United Corporation elects to credit this 
stock on its books at par value (a practice 
followed by many investment companies) 
income from this source would be but 
$909,134 less than that received in 1931. 


The Largest Single Investment 


The largest single investment of the 
company consists of 6,066,223 shares of 
United Gas Improvement common. On 
this investment it receives $1.20 per share 
per annum. Earnings of U. G. I. have 
been maintained at a fairly stable rate 
throughout the past two years and results 
for 1931, estimated at about $1.48 
per share, would appear to warrant the 
belief that present disbursement on the 
common stock is in no immediate danger. 
Income received from investments in 


Consolidated Gas 
of N. Y. common 
and Public Service 
ofgN. J. common 
likewise appears 
well secured by 
earnings of those 
companies. Ni- 
agara Hudson 
Power, 5,743,250 
shares of which are 
held by “United 
Corporation, has 
been adversely af- 
fected by general 
business condi- 
tions, earnings for 
the 12 months 
ended September 30, 1931, amounting to 
51. cents per share as compared with 
59 cents in the preceding 12 months and 
it appears likely that full year 1931 re- 
sults will show but a small margin over 
annual dividend requirements of 40 cents 
per share. The company’s desire to con- 
serve cash may possibly induce it to make 
some downward revision in the rate. 

As actual cash income of United Cor- 
poration at the present time is not greatly 
in excess of 45 cents per share of common 
annually, it is obvious that the present 
dividend of 75 cents is not secure, espe- 
cially as it apparently is the company’s 
policy to leave something for surplus 
after payment of dividends. The new 
rate will probably be established within 
the next few days and*the amount to be 
paid will be influenced in part by the fu- 
ture dividend policy to be pursued by 
Niagara Hudson Power as well as book- 
keeping procedure to be adopted in re- 
spect to the preferred stock of Columbia 
Gas & Electric, noted above. 


No Management Premium 


Aside from an increase in its Niagara 
Hudson Power holdings and an increase 
of 35,716 shares of Columbia Oil & Gaso- 
line voting trust certificates to its hold- 
ings thereof, the portfolio of the company 
underwent no changes during the year 
1931. At the end of last year, the market 
value of these investments was approxi- 
mately $269.4 millions, or 55 per cent 
under the amount at which they are 
carried on United Corporation’s balance 
sheet. After allowing for preferred stock 
at $50 per share, liquidating value of the 
common stock at the end of the year 
amounted to $9.18 per share as compared 
with $21.41 one year earlier. The in- 
crease in market value of- investments 
since that time has brought liquidating 
value up to an amount slightly in excess 
of $10 per share. Thus a commitment in 
the common stock at present entails no 
payment of premium for management but 
rather represents an equity in such sound 
situations as U. G. I., Publie Service of 
N. J., Commonwealth & Southern, and 
Consolidated Gas of N. Y. at a discount 
from present market values for these 
issues, although it must be recognized 
that future yield on the stock may be 
reduced from present levels. 
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AND 


THE 


BEARS 


These reviews 


were written immediately preceding closing time of this issue 
The ratings “A,” “B,"” “C," “D," used in this department, are taken from THE FINANCIAL WORLD'S Appraisal of Listed Stocks 


Air Reduction 4 “B+” 


With probable earnings of 80 cents for 
the last quarter, Air Reduction will finish 
the year with approximately $4.13 a share 
earned.. Having paid $4.50 this past year 
in dividends (which includes $1.50 extra), 
a shortage of 37 cents is the indicated 
result. Though these earnings cover the 
regular $3 payment by a comfortable 
margin, the current rate of earnings 
based on the fourth quarter record indi- 
eates a net of $3.20 a share annually. 
So much for the regular payment. Ex- 
tras, if any, will depend upon a reversal of 
business conditions. 


American Rolling Mill4 “C+” 


Residential construction appears in line 
for many radical changes over the next 
several years and American Rolling Mill is 
going to be a contributor to the cause in 
introducing modern methods of steel 
construction. The company is presently 
experimenting with a frameless steel 
house that consists of steel sheets welded 
together, insulated and fireproofed. The 
costs will be less than a frame structure of 
the same architectural design. All this 
is possible through employing the new 
continuous rolling process owned and 
licensed by the company. With all eight 
mills operating at once, eight such 
houses could be turned out every minute. 
Each could be. assembled in two days 
after arriving at the lot. Steel experts 
see great possibilities in this direction. 
All present home owners have to do is 
pay off the burdensome mortgage, scrap 
the old home and in two days move in. 


Atlantic Refining 


If the report of Atlantic Refining is in- 
dicative of those to come from other 
leaders among the oils, 1931 will not have 
been a year which they can brag about. 
After crediting special and non-recurring 
income from the sale of foreign securities 
totaling $1.4 millions, the company re- 
ported net of $514,000, or 19 cents a 
share. Actual operations resulted in a 
net loss of $919,000, or 55 cents a share 
against income of $2.7 millions or $1.02 
a share a year ago. Except for a strong 
financial condition and a somewhat im- 
proved outlook in the industry, the $1 
dividend could not have outlived these 
trials. That is the stuff that 10 per cent 
yields are made of. However, a marked 
trend toward improvement is noted in 
comparing the separate quarterly reports 
which show a deficit of 80 cents in the 
first quarter, another deficit of 69 cents 
a share in the second and with the third 
quarter the company came out of the 
red with earnings of 46 cents a share 
which were increased to 67 cents a share 
in the final quarter. These quarterly 
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figures are exclusive of non-recurring 
profits. It is, indeed, an encouraging 
trend toward betterment. 


Bethlehem Steel 4 


As this goes to press, directors of Bethle- 
hem are debating what action to take on 
dividends. With no earnings available for 
the junior shares, the company must dip 
into surplus if further disbursements are 
voted. The preferred stock requirement 
will not be fully covered by earnings but 
with an unimpaired cash account of over 
$22 millions the senior payment appears 
reasonably secure despite the 10 per cent 
yield it offers. Depending to a greater 
extent upon building trades and the rail- 
roads for business, Bethlehem could use 
a little of the motor business, which ap- 
pears the most promising of any of the 
three major consumers. The company’s 
financial worries are not pressing, with 
a maturity of only $6 millions this year 
and $3 millions more in the three years to 
follow. In 1936 $56 millions fall due. 
Lots of good things can happen in four 
years. 


Brooklyn-Manhattan 4 “B+” 


Like the ill-wind, New York City’s debt 
problem has blown favor to the traction 
issues, which displayed strength during 
the week. Those who did not see in it a 
banking squeeze for higher fares read 
between the lines of the Board of Es- 
timate report that ‘‘ studies will be under- 


DIVIDEND MEETINGS THIS WEEK 


MONDAY, FEBRUARY 1 


Aluminum Industries Charles E. Hires 
Beacon Manufacturing Northwestern Public Service 
Collins & Aikman (Pfd.) 
Connecticut Power Pines Winterfront 
Engineers Public Service Public Electric Light 
(Pfd.) - $ocony-Vacuum 
Franklin Simon _ United Chemicals. 
Galland Mercantile Laundry Welch Grape Juice 


TUESDAY, FEBRUARY 2 
Baton Rouge Electric Shepard-Niles Crane & Hoist 
Brown Shoe Spaulding & Bros. 
Key West Electric Timken Roller Bearing 
Ponce Electric Wilcox & Gibbs Sewing Ma- 
Purity Bakeries chine 

WEDNESDAY, FEBRUARY 3 

Agricultural Insurance Assurance (Chi- 


Atlas Powder cago 
Central Arkansas Public Ser- Drug Incorporated 
Federal Light & Traction 


vice 
Citizens Gas of Indianapolis General Motors 
(Pfd.) West Penn Electric (Cl. A) 


THURSDAY, FEBRUARY 4 


Bankers National Investing © May Department Stores 
Crown Cork & Seal National Gas 


FRIDAY, FEBRUARY 5 


Brown Fence & Wire Soule Mills 
Oshkosh Qverall (Pfd.) 


SATURDAY, FEBRUARY 6 
Prentice-Hall 


taken to develop new sources of income 

. and to determine what present ae. 
tivities of the city may be put on a total 
or partial self-sustaining basis.’”’ What 
else could this mean but the local trae. 
tions? A two-cent increase in fares (or 
40 per cent) is a much greater economy 
than a 10 per cent salary cut for poli- 
ticians who but recently increased their 
dole by 40 per cent. The two billion 
passengers a year would not miss the 
$40 million if so painlessly extracted, but 
no guarantee is given that the increase 
might not exceed this amount. A 10 
cent fare could fatten the till by $100 
millions. Unification will likely come 
first, for only half of the $200 million 
authorization of special corporate stock 
notes is finding immediate use and the 
remaining $100 million could be used for 
unification financing. Brooklyn-Man- 
hattan appears in the favored position 
under this plan. 


Childs 4 “C4” 


Not only has Childs been able to restore 
some of its lost earnings by introducing 
the 60-cent all-you-can-eat plan, but has 
accomplished four other aims. First, they 
have been able to carry what might other- 
wise be burdensome leases. Second, they 
have kept their staffs intact and given 
employment to a greater number. Third, 
they are developing in the public the 
habit of eating more, which, when good 
times return, may mean a $6 bill to 
satisfy an appetite instead of 60 cents. 
Fourth, they satisfy the craving for 
travel, for one can choose his own at- 
mosphere whether it be Spanish, Italian, 
French or Chinese in the decorative 
schemes of the many restaurants of the 


chain. What more could one ask for 
60 cents? 
Chrysler 4 “B+” 


It will not be said when this depression 
has passed that the spirit and ambitions 
of the Chrysler organization were lacking 
during its worst stages. One of the first 
to make adjustments to strengthen its 
position in the early days of recession, 
it then introduced an _ outstandingly 
radical departure from established motor- 
ear design in the “floating power’’ prin- 
ciple, and now is proceeding with the 
establishment of a 27-acre West Coast 
plant in Los Angeles. The new factory 
will serve as a manufacturing and dis- 
tributing center for the company’s 
Pacifie Coast trade. It will have a capac- 
ity of 200 cars a day, comprising all 
branches of its lines from chassis and 
body building to finishing and shipping. 
The strength and popularity of the stock 
reflects this spirit, for it makes a strong 
appeal to those willing to chance their 
funds with such management. 
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Continental Insurance 4 
Sound judgment and long years of ex- 

rience could not prevent depreciation 
eating into the surplus of the largest in- 


“B+” 


surance companies. Continental re- 
rted a decrease of $13.6 millions in 


surplus in 1931 which included $1.2. 


millions loss on sale of securities, a debit 
adjustment of $4 millions in book value of 
stocks and bonds and reserve adjust- 
ments, including an increase of $14.6 
millions in voluntary reserves. This 
compares with a decrease of $4.6 millions 
in surplus in the preceding year. After 
payment of dividends there was a de- 
erease in surplus of $18.2 millions in 1931 
compared with a decrease of $9.3 millions 
in 1930. The Fidelity Phenix balance 
sheet shows a net surplus of $13.1 mil- 
lions for the year end as compared with 
$28.9 millions a year ago. After dividends 
there was a decrease in surplus of $15.7 
millions against $8.6 millions in 1930. 
If securities were to be written down to 
eurrent levels instead of an average of 
the past five quarters, even these strong 
companies would give testimony to the 
penalties of this period. 


Caterpillar Tractor 4 “C4.” 


The relations of the farm implement 
manufacturers with Russia can not have 
been as bad as was generally understood, 
for where orders are still obtainable 
manufacturers are glad to accept this 
business. Caterpillar Tractor, which had 
reduced its working force to 500 men last 
spring, is now operating with 1,500 work- 
ers on a five-day-a-week basis and has 
placed a new Diesel Engine under pro- 
duction for Russian export. 


duPont 4 


Having covered the regular $4 dividend 
by a margin of 29 cents in 1931, attention 
now centers on the prospects for the cur- 
rent year. Less uncertainty surrounds 
the ability of duPont to maintain profits 
in its own lines than it does the prospect 
of reduced income from its investment in 
General Motors. Should General Motors 
decide to change its dividend policy at the 
meeting on February 3, this would 
directly affect duPont’s dividend status, 
which would likely be pared proportion- 
ately. Income from General Motors’ 
dividends provided 63 per cent of the du- 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 
| ae Sound Bonds ...... 25 
ll. ... Sound Preferreds ....25 

Ill. . Sound Common Stocks ..25 

IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest -general 
investment program. 


Pont earnings, and it appears most likely 
that a reduction to $2 for Motors would 
mean a $3 dividend by duPont. 


Endicott Johnson 4 “— 


Investors are inclined to avoid the stock 
of Endicott Johnson because of the 
liberal employee bonus plan of the com- 
pany, which is regarded as preventing 
more favorable earnings than those 
shown. This was true in other years 
when the company was earning more than 
$6 a share on its stock, but in that bonus 
payments are not made until $6 or more 
is earned on the common (after preferred 
dividends have been paid) this is not a 
timely consideration. When Endicott 
Johnson is again able to show such earn- 
ings the stock will not be available at five 
times this earning rate, or to yield 10 
per cent. 


Freeport Texas 4 “C+” 


The many trials of the sulphur companies, 
as outlined in a recent article in these 
columns, were given confirmation in the 
action taken by Freeport Texas in reduc- 
ing the dividend from a $3 to a $2 annual 
basis. Earnings of $2.4 millions in 1931 
compared with $3.1 millions in the pre- 
ceding year. The official statement ex- 
plaining this action blamed it on the 
curtailed industrial activity, which re- 
sulted in a 27 per cent decline in sales. 
The company can thus maintain a posi- 
tion of financial strength by conserving 
its funds while faced with uncertain 
earning power. Having earned $1.62 
in the first six months, and $1.64 in the 
second half, this measure of stability 


lends strength to the newly established 
rate, which was covered by a comfortable 
margin. 


General Electric 4 “A” 


The smaller appropriations by public 
utilities for both expansion and improve- 
ments in the current year, and the can- 
cellation of rail electrifying projects, or 
at least their postponement, created 
weakness in the stock of General Electric, 
which had to contend with large sized 
offerings and brought the stock down to 
new low levels. While this is not a bright 
picture it represents only a temporary 
cessation of G. E.’s activities and in no 
way impairs its potential earning power 
when business returns to normal pro- 
portions. The initiative displayed by the 
management in taking hold of new 
developments, such as the radio, heat- 
control devices, air conditioning and 
television to come, introduces many 
possibilities which are shared with other 
aggressive units, like General Motors and 
Westinghouse. General Motors recently 
introduced a new gas refrigerator and an 
announcement was made in the past week 
of the entrance of Frigidaire into the air 
conditioning field with a diversified line 
suitable for commercial establishments 
and residences. The entry of so many 
smaller units into these fields will create 
severe competition and a survival of the 
fittest until undeserving units are elimi- 
nated. This painful process does not help 
earnings. 


General Refractories 4 “C+” 


The laggard state of the steel industry is 
forcibly reflected in the poor earnings 
reported by General Refractories, whose 
products are used for the lining of 
furnaces, stacks and retaining vessels. 
Net profit of $247,737 contrasted with 
earnings of $2.1 millions in the year 
preceding and this unfavorable showing 
prompted directors to defer action on the 
payment of dividends, which were on a 
$1 annual basis. Another incentive was 
found in considering a maturity of $5 
millions in notes falling due March 1, 
1933. With only 82 cents a share earned 
in 1931 against $7.12 in 1930 and $8.51 
in 1929, full explanation is provided for 
the lack of dividend action. 
(Please turn to page 28) 
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CORPORATE EARNINGS 


BAROMETER 


Current Future 
Earnings Earnings 
mpared 
With a With 
Year Ago Present 


Current Future 
Earnings Earnings 
Compared mpa 
With a With 
Year Ago Present 


GAmusements .......9 Electrical Equipment..B 


Automobile, Passenger ® 


Automobile,Commercial 

OFarm Equipment. .... 


* Changed from last week, see page 35. 


Companies... . 
Leather and Shoes... .B 
Machinery and Tools . .B + 
Office Equipment .. . 
QPublic Utilities ..... 


Current 


Earnings Earnin 
Compared Com 
With a With 

Year Ago 


Railroads ..........08 
QRailroad Equipment. . 
QTire and Rubber. 


@ Seasonal trend. 


EXPLANATORY NOTE: This tabulation is prepared on the basis of conditions existing at the present time, and future presentations will 
be reviged as warranted by developments. The left hand indicator shows by its position above or below horizontal (or neutral), the current status 
of corporate earnings as compared with their respective positions one year ago. . The right hand indicator is a forecast of future ln using the 
present as a base. This indicator attempts to answer the question, how will conditions in the near term future compare with the present ets 
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AILURE of Chicago, Mil- 
waukee, St. Paul & Pacific to 


earn its fixed charges in 1931, 
together with the current low 
volume of traffic has raised the 
question of the road’s ability to 
continue payment of interest charges in 
the absence of any early improvement in 
general business conditions in the terri- 
tory served. What effect will the recently 
granted freight rate increases on various 
items have on the road’s earnings? Will 
the expected favorable decision concern- 
ing a general 10 per cent wage reduction 
return sufficient revenue to materially 
assist the road in meeting its charges? 
Even if we were to grant the gloomy 
prospect that 1932 volume of traffic will 
not show much, if any improvement, over 
the highly unsatisfactory results of 1931, 
is the company’s financial position suffi- 
ciently strong to enable it to weather a 
further protracted period of sharply cur- 
tailed traffic? These are important ques- 
tions to hulders of this road’s securities 
and the following analysis will shed some 
light on these matters. 


Strong Financial Position 


Based on reported results for the first 
eleven months of 1931, gross revenues of 
St. Paul showed a decline amounting to 
21 per cent while net operating income 
revealed a drop of 48 per cent. Estimat- 
ing December results on the basis that 
earloadings showed no material change 
from the trend in preceding months, it is 
likely that the road failed to earn fixed 
charges (excluding adjustment bond 
interest) by 30 per cent. With fixed 
charges in 1931 running in the neighbor- 
hood of $15 millions it is apparent that 
the St. Paul found it necessary to dip into 
cash reserves to the extent of about $5 
millions in order to meet all of its fixed 
charges. When further consideration is 
given to the fact that equipment trust 
maturities during the year totaled ap- 
proximately $4.9 millions it is evident that 
the road had to pay out about $10 
millions more than it earned during the 
period. It is only logical, therefore, that 
the question should be raised as to how 
long such a state of affairs can continue 
without the road being faced with finan- 
cial uncertainties. 

The most important consideration is 
the company’s financial status, which at 
the close of 1930 was relatively strong. 
Included among current assets of $45 
millions was cash of $12 millions, time 
deposits of $8.3 millions and loans and 
bills receivable- of -$5.5- millions. Even 
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Fixed charges were 
not earned in 1931. 
Current traffic is low. 
Prospects are un- 
certain. Are the 
road’s securities 
worth holding? 


AAA 


By RALPH E. BACH 
Editorial Staff, Tur Financia, WorRLD 


assuming that only one-half of the latter 
eould be considered liquid, it is evident 
that total cash equivalent at the begin- 
ning of last year amounted to approxi- 
mately $23 millions. Deducting the $10 
millions estimated before as the amount 
in excess of earnings required to meet 
fixed charges and maturities during the 
year it is possible that the company 
entered the current year with cash re- 
sourees in the neighborhood of $14 
millions. Current liabilities at the close 
of 1930 amounted to $24 millions in 
which there was included $6.4 accrued 
interest on the adjustment mortgage 
bonds. The latter item could justifiably 
be omitted from the current liability 
classification as the management is under 
no compulsion to meet this obligation at 
any specified date, and it is entirely 
unlikely that any payments on account 
of accrued interest will be made until 
earnings are again established at more 
normal levels. 


Emergency Relief Measures 


The provision under which the road can 
defer interest payments on the adjust- 
ment bonds ($182 millions of which are 
outstanding) has been a life saver, as 
without it the company would undoubt- 
edly have encountered serious financial 
difficulties. Annual interest requirements 
on this issue would have involved the 
payment of $9 millions in 1931 plus the 
accrual of $6 millions, leaving the road 
practically bereft of cash. As it stands, 
however, the company’s cash position 
appears sufficiently strong to meet fixed 
charges in the current year even assuming 
no upturn in revenues over those of last 
year. There are two other factors, how- 
ever, which lend additional support to the 
contention that the St. Paul will be able 
to meet all of its obligations in the current 
year. 

The emergency freight rate increase on 
certain commodities will favor the road 
as it derives about 44 per cent of its gross 
from mine products and miscellaneous 
traffic—the two groups which bear the 
brunt of the rate advance. It is estimat- 
ed that freight revenues will be increased 
approximately 3 per cent of indicated 
1931 gross, or an amount equal to about 
$3.5 millions. Of course, all of this 
increase must be turned over to the 


Will the St. Paul 
Pull Through? 


railroad pool, which will then loan 
the funds to approved carriers 
which are unable to cover fixed 
charges. However, this amount 
will eventually be returned to the 
road and in the meantime it will 
have access to this source to borrow 
needed funds. It is also expected 
that a satisfactory agreement will 
be reached between the railway 
executives and railroad labor con- 
eerning a 10 per cent wage redue- 
tion. It is estimated that the 
saving from this source will run between 
$3 and $5 millions, providing an addi- 
tional cushion for fixed charges. 

Thus it is seen that the funds to be 
realized from the rate increase together 
with the amount which should accrue asa 
result of wage adjustments, will enable 
the road to cover fixed charges, and cash 
position at the beginning of 1932 was 
apparently sufficient to take care of $4.9 
millions equipment maturities and the 
$354,000 subsidiary maturity during 
the year. 


No Early Maturities 


While the St. Paul made substantial 
expenditures for improvements and bet- 
terments in 1931 the total has been below 
that of the preceding year by a substantial 
margin. The road is fortunate, however, 
in that large sums were spent on the 
property during the receivership which 
lasted three years and was lifted in 
1928, with the result that it had been 
placed on a high plane of efficiency prior 
to the present period of sharply reduced 
revenues. The company has no bank 
loans and the only maturity in the cur- 
rent year outside of equipment trusts 
is the relatively small amount of $354,000 
of a subsidiary. 

Considering all of the factors involved, 
it appears that the St. Paul is in a posi- 
tion to weather the present period of 
depressed business conditions without 
getting into difficulties, particularly in 
view of the several emergency relief steps 
which have been taken. 
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losses on listed securities resulting 

from the prolonged depression are 
not markers to what has occurred in real 
estate bonds. It may not appear so in a 
cold dollar statistical analysis, but it is 
unmistakably evident in the transition of 
real estate values from inflation to de- 
flation. 


on listed as they have been, 


In the absence of a listed market, 
shrinkages in values are not offi- 
cially recorded. That is why this 
débacle remains somewhat sub- 
merged. But there are few locali- 
ties or homes of the thrifty on which 
it has not left a scar. 


ETWEEN the original cost of the 

average real estate bond and the 
price it now will bring, there is a gaping 
void. That is the tragedy in this situa- 
tion. Had they been sold as speculation, 
some excuse could be found to mitigate 
what happened to them. No such de- 
scription, however, was bestowed on them 
by their sponsors. 


They were accorded high sounding 
and reassuring tags. Gilt edged, 
sound and safe investments were 
the trappings with which they were 
garbed. Under this guise they held 
out a strong appeal to the humble 
accumulator of savings. 


fundamentally the business of 
investing capital in real estate mort- 
gages is sound. That fact is recognized 
by the principal states in their laws 
governing the character of securities in 
which their savings banks can place 
depositors’ money. But here as else- 
where, abuses were allowed to creep in, 
permitting the most extravagant inflation 
to replace what had theretofore been 
a rule of sound appraisal when mortgages 
were sold en bloc. 


All this came about through the 
evolution of splitting up real estate 
mortgages into bonds of varying 
denominations. It had its genesis in 
Chicago a quarter of a century ago. 
In this new form mortage invest- 
ments were brought within the 
reach of people of limited means. 


OWEVER, this change alone could 
not alter the character of the invest- 
ment had it been kept within the old con- 
servative standards. The trouble origi- 
nated in the overproduction to which it 
led. The idea was so novel and appealing 
that it opened a virgin market and billions 
of dollars flowed into this new form of 
investment. 


What could have been more na- 
tural, considering the temptation to 
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small invest- 
ors? Here 
was a chance 
to replace 
savings bank 
deposits paying but 3 to 4 per cent, 
with bonds, called safe investments, 
yielding 6 per cent. The demand 
swelled like a rising tide. Profits 
were large but the time approached 
when desirable properties for col- 
lateral for such loans became more 
and more scarce. 


A 


HE net results could not be otherwise 

but that bad loans began to mix 
themselves with good ones. Builders 
were encouraged to exploit new con- 
struction, and as funds for such operations 
were plentiful, they grew more indifferent 
in their appraisals, prospective rental 
standards, and estimates of earnings. 


Hence when the water was let out 
by the depression, real estate bond 
values correspondingly folded up. 
To what extent they evaporated may 
be appreciated when bids are asked 
for from the houses now advertising 
that they buy and sell them. Hold- 
ers compelled to sell are just as 
much at the mercy of this unofficial 
market as they were the victims of 
exploitation when purchasing these 
inflated investments. 


A 


ISTAKES forced upon them, due to 

their ignorance of the real condi- 
tion can not now be rectified, but their 
repetition can be avoided, provided, in 
the future, independent appraisals are 
enforced by statute and a general rule 
applied that no mortgage can be created 
beyond 60 per cent (or some other con- 
servative percentage) of the actual cost 
of property and buildings. 


Under present conditions of stress, 
holders of real estate bonds should 
not make another serious blunder 
by accepting offers indiscriminately 
for their securities. New York has 
a real estate board, through which 
one can often get a line on the worth 
. of one’s investments in New York 
City and vicinity. Similar sources 
of information are available in other 
cities. 
A 


T SHOULD be borne in mind that one 
wants few things which can not be 
resold at a profit. The spread on real 
estate bond prices in the unofficial mar- 
ket is extensive. It is also well to re- 
member that in existing markets for all 
values, current prices often do not repre- 
sent. intrinsic worth, and for that very 
reason it may be more prudent to wait 
for improvement before selling a security 
than to let it go for what the first bidder 
is willing to pay. 


Recommendations 
for Investment 


We are constantly assisting 
investors in the selection of 
securities to meet their par- 
ticular needs. 


There are now many oppor- 
tunities for investment in 
sound bonds at prices afford- 
ing a high income. 


Our recommendations, based 
on long experience and exten- 
sive information, are available 
on request. 


Ask for our pamphlet 
“Investment Suggestions.” 


Chase Harris Forbes 
Corporation 

The Chase National Bank Building 

60 Cedar Street, New York 


Uptown Office . 
Madison Avenue at 41st Street 


UTILITY 
SECURITIES 
COMPANY 


230 So. La Salle St., CHICAGO 


Detroit Tulsa San Francisco 
Kansas City Cleveland Los Angeles 


ukee Louis Des Moines 


Utility Securities Corporation 
New York Boston 
Philadelphia Richmond Hartford 

Rochester Pittsburgh 


Odd Lots 


For over 30 years our standard 
has always been to give the 
small investor the same com- 
plete and helpful service as 
the large investor. 

We cordially suggest you per- 
mit us to send you “‘Odd Lot 
Trading”? a valuable booklet 
which, besides giving useful 
trading facts, contains our 
marginal requirements and 
commission charges. 


Ask for F. W. 511 
100 Share Lots 


John Muir&@ 


New York” 
39 Broadway New York 


Branch Office—11 West 42nd St. 
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OUR EXPENSE 


Victoria Memorial and Buckingham Palace 


ON’T let lack of money stop you from an enjoyable and educational trip : 

across the Atlantic. Here is your opportunity to have your steamship : 

fares, your hotel bills and traveling expenses paid from the time you step 
on the steamer at New York City. 


We have made an arrangement with the well known world wide travel 
service—Thomas Cook & Son—Wagons Lits Inc., to give a number of 
delightful trips to Europe including all expenses, to all those who sell the 
required number of new subscriptions for Tue Financia, Wor.p. 


We have arranged for three different personally conducted tours and urge 
everyone who is interested to send at once for full details of the itinerary of 
each trip and the number of subscriptions that will be required in order to 
qualify. You do not compete with any other person. You qualify for your 
trip as soon as you have fulfilled the conditions. 


One of the tours will require 38 days, the next will require 31 days and the 
third trip will require 25 days. The first mentioned trip will include passage 
from New York and stops at Southampton, London, Paris, Lausanne, Genoa, 
Milan, Florence, Venice, Wiesbaden, Cologne, Brussels, Havre and return 
passage to New York City. 


If you have always looked forward in your dreams to a delightful tour of 
Europe and have been held back by lack of funds, here’s your opportunity 
to earn the trip in a pleasant and dignified way. 


We invite you to send for full particulars of the various trips that are offered 

in this unusual campaign. Full details will be sent you promptly as to just 
how many subscriptions you will have to sell to earn each trip. Do not miss 

this unusual opportunity as this offer may be withdrawn July Ist. 


THE FINANCIAL WORLD, 53 Park Place, New York 


Please send me full details of your offers of personally conducted trips to Europe to be made at the expense of 
Tue Financia, Worxp. ; 
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The fires of industry are not out. The 
needs of our people are accumulating. A 
return of confidence will bring demands 


upon America’s productive capacity. 


@ Reproduced in rotogravure, cour- 
tesy Kimberly-Clark Corporation 
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IMAG 
OTOGRAPHY 


: Imagination directed the camera in this un- 
; retouched photograph of triple exposure. 
, . And how responsive both lens and plate 
proved to bel Finest precision in the bear- 

: ings, breath taking speed in the car, and 
elusive tones in the shadowed display of 


the name. Imagination can produce photo- 
ait which, reproduced in rotogravure, 
zs will attract the attention essential to sales. 
For your next advertising employ a camera 


artist and reproduce his work in rotogravure 


in publications and in any printed matter. 


ESTABLISHED 1878 Neenah, Wis. | 
NEW YORK, 192 East 42nd Street CHICAGO, 8 South Michigan Avenue LOS ANGELES, 510 Wella 
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© A business man’s familiarity with products like these is due to one 
thing— Advertising. The fact that these articles are found on grocers’ 
shelves everywhere is due to one thing— Advertising. No two products 


nor businesses are alike but none is so different that it does not lend 


itself to advertising — somewhere, some way to its particular market. 
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Public 
Utility 
Notes 


That the class B voting 
Good stock of United Light 
& Power Company is 
Collateral not without its intrin- 


sic value is revealed by 
the fact that recently 110,000 shares of 
the issue, or 10.3 per cent of voting 
power, passed to certain banking inter- 
ests who had accepted the stock as col- 
lateral for a loan of $3,000,000 to Ameri- 
gan Commonwealths Power. This trans- 
fer, of course, portends new faces on the 
directorate of the company in ‘the near 
future. A block of 416,212 shares of the 
same stock, representing nearly 40 per 
gent of voting strength, is likewise said 
to be deposited with banking institutions 
‘by Continental Shares as security for 
Joans maturing at the end of next month. 


Although receivership 
is frequently looked at 
askance by the in- 
vesting public, it is 
often the best way out 
of a bad situation, as its primary purpose 
is to conserve assets and restore liquid- 
ity. In many instances receivership 
represents a short-cut to a sound earnings 
basis and realignment of capital struc- 
tures which usually takes place permits 
earning of fixed charges much sooner than 
would otherwise be the case. The last six 
months of 1931 added 27 utility compa- 
nies to the receivership list, or an average 
of more than one per week. In the ma- 
jority of instances, reorganization plans 
are proceeding satisfactorily and, given 
an early improvement in the security 
market, receiverships should be dis- 
charged without serious loss to security 
holders. 


Receiverships— 
Blessings 
In Disguise? 


Long Island Lighting 
secured gold 6s, due 
July 1, 1945, currently 
quoted at 99 on the 
New York Curb Ex- 
change and yielding 6.11 per cent to 
maturity, occupy an attractive position 
in the investment field. This issue, which 
is outstanding to the amount of $3.8 
millions, was floated in 1925 to provide 
funds for the purchase of the common 
stock of Kings County Lighting Com- 
pany. It is secured by pledge of 10 shares 
of Kings County Lighting stock for each 
$800 of bonds. Long Island Lighting now 
Owns over 97 per cent of Kings County 
Lighting common, the majority of which 
is pledged under this issue. No market 
exists for the stock but on the basis of 
earnings, which have averaged in excess of 
$12 per share during the past three years, 
conservative appraisal of present value 
indicates a ratio of collateral value to par 
Value of the bonds of about 133 per cent. 
Although less than 50 per cent of earnings 
of Kings County Lighting is at present 
being paid to the parent company in the 
form of dividends, amount received on 


A Seasoned 
Investment 


Stock pledged in the above indenture is - 
BerEBRUARY 3, 1932 


It fits today’s 
buying mood 


The telephone meets today’s 
buying temper by giving bigger 
money’s wofth than ever before. 
The coin that buys a call today 
gets improved service, better 
voice transmission, quicker con- 
nections, more miles. 

Improvements like these do 
not spring up overnight. They are 
the result of patient research, of 
honest self-criticism among tele- 


phone workers seeking and find- 
ing ways to ‘do it better’. 

The policy of giving greater 
value finds public response in the 
use of the telephone, which has 
made possible the American Tele- 
phone and Telegraph Company’s 
record of uninterrupted dividend 
payments for more than 50 years. 

May we send you a copy of our 
booklet, “‘Some Financial Facts’? ? 


BELL TELEPHONE 
SECURITIES CO. Ine. 


195 Broadway, New York City 


25 per cent in excess of interest require- 
ments on this issue. 

Long Island Lighting Company, di- 
rectly and through constituent compa- 
nies, supplies substantially the entire 
electric light and power and gas service 
on Long Island up to the New York City 
line, and interests of certain subsidiaries 
penetrate the metropolitan district in the 
Borough of Queens and the Borough of 
Brooklyn. This territory represents an 
area of about 1,200-square miles and con- 
tains a population in excess of 1 million. 
The decentralization movement which 
has been gaining momentum during the 
recent past in the metropolitan area has 
considerably benefited the company as it 
principally serves the outlying villages 
and towns which are easily accessible by 


water, automobile and train from the 
congested areas of the city. From the 
bondholders’ standpoint, the company 
has a well arranged capital structure, con- 
sisting of 44 per cent of bonds, 50 per cent 
of preferred stocks and 6 per cent in 
common. Fixed charges have been 
earned on an average of more than 2.9 
times during the past several years and 
there has been a tendency for earnings 
available for fixed charges to increase at 
a rate somewhat more rapid than cap- 
italization during the recent past. Long 
Island Lighting, likewise, is favorably 
situated in respect to new financing. A 
strong current position is enjoyed and, 
with the exception of $140,000 subsidiary 
obligations which fall due January 15, 
1933, it has no maturities until 1936. 
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General Motors Reports Net Off 


PPEARING ten days earlier than 
A usual, General Motors’ prelimi- 
nary statement shows net earnings 
for the year 1931 amounted to $96.8 
millions, equal to $2.01 per share on the 
common stock. This compares with net 
of $153.7 millions, or $3.32 a share in 
the previous year. This preliminary re- 
port was not only a surprise but a dis- 
appointment to many, falling consider- 
ably short of per share results of as 
much as $2.50 which had been freely 
predicted at the end of the year. How- 
ever, the over-optimistic may find some 
solace in the fact that earnings last year, 
before provision for extraordinary non- 
recurring losses which amounted to 
$20.6 millions, reached $2.43 per share. 
Those extraordinary losses included pro- 
vision for contingent losses resulting 
from the revaluation of the corporation’s 
investment in net working capital abroad, 
affected by the depreciation in foreign 
currencies, and from revaluation of the 
General Exchange Insurance Corpora- 
tion’s security investments, which were 
written down to market value at the end 
of the year. Further progress in liquefying 
_ assets was made during the year, cash, 
U. S. Government and other marketable 
securities at December 31, amounting to 
$204.8 millions as compared with $179 
millions one year earlier. 

In continuing the $3 annual dividend 
rate throughout the year 1931, the com- 
pany dipped into surplus to the extent 
of $43 millions. While it has been the 
company’s desire to continue the present 
rate as long as possible, it is obvious 
that this rate is not secure on the basis 


4 International Shoe — 


of recent earnings. The preliminary 
statement made no reference to dividend 
policy and the rate to be determined 
upon by directors, who meet for the pur- 
pose this week, is a matter of some con- 
jecture. On the basis of the present 
$3 rate, the issue is priced to yield in 
excess of 14 per cent, which would indi- 
cate the financial community’s belief 
that some reduction is in prospect. 

All reports emanating from the initial 
automobile shows, particularly that in 
New York, were such as to afford con- 
siderable gratification to the industry 
and encouragement. Attendance and sales 
records for both the New York and San 
Francisco showings were substantially 
ahead of 1931, and it is expected that the 
many other shows now being staged 
around the country will evidence the same 
quickened public interest. 


Motor Output Dips 


In view of this auspicious opening of 
the new year, the latest estimates re- 
leased by Cram’s Automotive Reports, 
covering the week ended January 23, 
may have been somewhat disappointing 
to the more optimistically inclined. An 
estimated decline in production of 2,569 
units from the 32,402 units of the previ- 
ous week was contrary to the normal 
seasonal expectation, and the indication 
given by early January sales returns of a 
lower volume than a year ago is not 
heartening with regard to the immediate 
prospects of the industry. The decline in 
production was accounted for by the lead- 
ing low priced cars, Ford, Chevrolet and 
Plymouth, and in the case of the latter 
two apparently indicated that the step-up 


_ of output in December was somewhat 


more rapid than could be continuously 
sustained. The delay in presentation of 
the new Ford models has unquestionably 
introduced an important temporary ele- 
ment of uncertainty into the entire situa- 


wes, 


tion, and has tended to defer much po. 
tential buying in the low priced clags, 
Since the new Ford offerings have not 
been presented, the reduction in Ford 
output bears no relation to demand, and 
indeed forecasts a more satisfactory pro. 
duction and sales showing for February 
and March. 

Judging by Cram’s weekly estimates, 
output in January did not show much 
increase over the 120,000 units produced 
in December, although some sources have 
been estimating 150,000 units for January 
and around 200,000 for February. At all 
events, January fell far below the 178,000 


units produced in January, 1931. The & 


first half of 1931 contributed much heay- 
ier production than the final six months, 
and the real test as to whether 1932 can 
equal or exceed last year will come in the 
second half. 

In many respects the automotive in- 
dustry is in the most logical position to 
assume leadership in business recovery, 
and therefore it would seem to be to the 
country’s advantage to avoid hampering 
its efforts by creating external burdens, 
such as the proposed automobile sales 
tax which forms part of the Administra- 
tion’s plans for increasing revenues to 
balance the Federal budget. Granted 
that some new, as well as some increased, 
taxation is necessary, it would seem wise 
and most constructive to place all possible 
emphasis upon reduction of expenditures 
and to avoid increasing the already heavy 
taxation burdens of this far reaching 
industry. The automobile is already the 
heaviest taxed piece of property owned by 
the masses. 
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Shoe Reports Reveal Strength 


the shoe manufacturing business has 

been named as among the industrial 
activities to be the first to lead the way 
out of the current depression. Although 
not immune to the effects of the general 
trend during the last two years and by no 
means depression proof, according to 
their reports the leading shoe manufac- 
turers compare favorably with the status 
of corporations engaged in other industrial 
‘activities. 

The annual reports of International 
Shoe and Endicott Johnson for their 
1931 fiscal period make. a gratifying 
showing, as both companies were able to 
maintain satisfactory earnings in the 
face of a sharp price decline of their 
finished products, which was only partly 
offset by an increase in volume. Both 
improved their financial status by sub- 


22 


"teste ma with the textile industry, 


stantially strengthening their cash and 
reserve position and maintaining a high 
ratio of current assets to current liabili- 
ties. 

International Shoe for the fiscal year 
ended November 30, 1931, reported 


consolidated income of $9.7 millions, 
equivalent to $2.55 a share of common 


stock and compares with $12.8 millions or 
$3.26 a share for the previous twelve 
months. Net sales for the 1931 fiscal 
year amounted to $86.8 millions against 
$102.4 millions in 1930, a dollar volume 
decrease which is largely attributable to 
reduced prices and increased public 
demand for lower priced shoes. On the 
other hand, the output of 44,807,238 
pairs of shoes exceeded 1930 production 
by 620,716 pairs and was equivalent 0 
91 per cent of the average annual produc 
tion for the past five years, including the 
peak years of 1927 and 1929. 

The decline in merchandising value 
since 1929 naturally reduced require 
ments for working capital and resulted 
in increased cash balances. Last year 
$12,039,365 of this cash was used t 
acquire 250,000 shares of the company’s 
own common stock, now being held im 
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ury and which has reduced dividend 
uirements by $750,000 at the present 
rate. Despite this investment the com- 
y’s_ liquid position has remained 
ractically the same with a ratio of cur- 
rent assets to current liabilities of 20-to-1. 
Cash and call loans at the end of last 


‘seal year amounted to $21.4 millions 


against current liabilities of approximately 
$3 millions. 

Though last year’s earnings did not 
cover current dividend requirements, the 
strong financial position would allow 
continuance of the present rate. The 
company’s program of further reductions 
in overhead expenses is being carried 
into the current fiscal year, and a con- 
tinuance of prevailing price levels for its 
raw materials should greatly help to 
maintain a better profit margin. Inter- 
national Shoe enjoys the reputation of 
being the lowest cost producer. It has a 
capacity about 50 per cent greater than its 
next largest competitor and accounts for 
approximately 15 per cent of the entire 
domestic output. Prospects for 1932 
depend upon a maintenance of the price 
balance between raw material and finished 
products, as well as on volume, which in 
turn is a question of a return of more 
normal business conditions. 

Endicott Johnson, the second largest 
company in the shoe manufacturing in- 
dustry, staged a remarkable comeback 
during 1931. For the eleven months 
ended November 28, net profits of $2.6 
millions were reported, equivalent to 
$4.84 per share of common stock as 
against only 14 cents a share for the 
calendar year 1930. ‘Total dollars sales 
for the first eleven months of last year 
were $48.2 millions, or 4.7 per cent less 
than for the corresponding period in 1930. 
Unit sales, however, showed a gain of 
15 per cent. 


Capitalization Reduced 


Following the same policy as did Inter- 
national Shoe, Endicott Johnson used 
part of its liquid funds to reduce out- 
standing capitalization and 8,557 shares of 
preferred stock were purchased for retire- 
ment. This transaction increased the 
amount of preferred stock held in the 
treasury to 10,143 shares, which is more 
than will be required for redemption 
purposes for the next two years. Since 
its incorporation the company has re- 


_purchased 40 per cent of the original 


preferred stock issue, thereby increasing 
the equity value of the outstanding com- 
mon stock. 
Endicott Johnson has continued its 
policy of strengthening its reserve 
accounts. Plant, land and equipment in 
which the company has invested $22.9 
millions are now carried in the books at 
$9.4 millions. Besides this liberal reserve 
for depreciation, adequate provisions 
have been made for doubtful accounts 
and other contingencies. Further poten- 
tial reserves are hidden in the inventory 


‘account, which is carried on the basis of 


market or cost, whichever was lower, and 
amounted to $13 millions, or a reduction 
of $747,000 from the previous year. 
Current assets to current liabilities 
showed a ratio of 9.5 to 1, with cash 
alone exceeding the amount of current 
liabilities by $1,111,400. 

The company’s strong financial posi- 
tion and proven ability to reestablish 
operations on a profitable basis during a 


‘year of declining shoe prices and keenest 


competition augurs well for its possibilities 
under more normal business conditions. 
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A. B. LEACH 


FORMERLY PRESIDENT OF 
A. B. LEACH & CO., INC. 


ANNOUNCES THAT HE HAS ORGANIZED 


LEACH BROS., INC. 


INVESTMENTS 
60 WALL STREET 123 SO. BROAD STREET 
NEW YORK PHILADELPHIA 
Tel.— HAnover 2-8424 Tel.— PENnypacker 6600 


Obituaries OUR BOOKLET 


AUL M. WARBU RG, dean of Stock Exchange Service 
for the Small Investor’’ 


American bankers, died at his home 
in New York City last week, at the 
age of sixty-four. Although Mr. Warburg sent upon request 


had a banking heritage, like his forebears, 

he sought every opportunity to gain a ODD LOTS 
most complete will receive the same careful 
knowledge of all attention as 100 share lots. 
phases of the bank- 


ing business. His ° 

career in the Amer- M. C. Bouvier & Co. 
ican banking frater- _ M. C. Bouvier 

nity began in 1902 Member of N. Y. Stock Exchange since 1869 


when he became R.A.Coykendall J.G.Bishop 


associated with Member 
the firm of Kuhn, New York Curb (Asso.) 
Loeb & Company. 20 Broad St. New York 


He was early re- 
garded as one of 


the foremost bank- “The Story of An Investor” 


ing authorities in Investors, new and old, can profit 


this country and personally from the experiences of 
Paul M. Warburg contributed many gn investor as told i in this booklet. 
ideas which have been incorporated in 
our present Federal Reserve System. BROOKMIRE ECONOMIC SERVICE, INC. 
Because of his great fore-sight and desire $51 Fifth Avenue New York City 


to render a service far above personal 
gain, Mr. Warburg accepted appointment 
to the Federal Reserve Board, and be- 
cause of his interest and zeal in his work 


as a member of the board he will always i HW E 


be remembered as among those who 
worked hardest for banking reform in the T R N 9) 
United States. Previous to his death * 
Mr. Warburg was chairman of the di- 


rectorates in both The Manhattan Com- It is a long lane that has no turne 
i 


pany and the International Acceptance ng. Like roads and the tides, 
* rices never move in one direction 

Bank of New York. The financial com- over. Ge 
munity has suffered the loss of a loyal point? 
ways juaging e turn, met s 
friend and wise counselor. which do give direction of main 


trend, but not mathematically per- 
fect to the point that they call the 
AAA day. Send for bulletin No. 132, 

which points out the factors de- 
termining the app turns, 


ILLIAM WRIGLEY, JR.., financier, Ho 
chewing gum manufacturer and ; 

sportsman, died at his winter home in 
Phoenix, Arizona, last week. Mr. Wrig- 
ley’s career was essentially that of a 
self-made man. The major enterprises 
which he undertook involved pioneer de- 
velopment, and although he met with 
many reverses he never despaired. Established in 1898 

Through his ability to succeed in spite of 79 WALL ST., NEW YORK 
all, he soon gained recognition as a con- 
structive leader. To him may be ac- 1 Tah ine Bide. 
credited the. huge benefits possible in San Francisco Seattle 

large scale advertising as he was the Mills Building Northern Life Tower 
largest advertiser of any single product. 
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WALL 
STREET 


By a Customers’ Man 


Reconstruction 


Tus reconstruction plans of the Presi- 
dent, with $2 billions of credit to be ad- 
vanced to those industries which are 
shown to be solvent, but temporarily 
unable to secure private credit, may be 
regarded by some as inflation, in a sense, 
but desperate needs require desperate 
remedies at times. Wall Street has given 
approval and looks upon the plan with 
greater assurance of success than it did 
the cotton and grain scheme, which 
failed of its object because of world mar- 
_ket conditions. In the present instance 
the assistance to be given is to be limited 
to domestic industry solely. If the men 
named to administer the fund are of 
sound and wise judgment, as they seem 
to be, success is likely. There are, as 
always, some doubters. They are in the 
minority, and the various public an- 
nouncements which have been made from 
Washington have dissipated many fears 
which had arisen in the Street prior to the 
announcement that any such plan was in 
contemplation. 


Looking to Wall Street 
for Recovery 


As PREVIOUSLY stated in these columns, 
; business men and the country generally 
Se are keeping eyes on the stock and bond 
ees. markets for the signal which it is expected 
will mark the point from which recovery 
will start. An upward movement in the 
securities’ markets would add much to 
the restoration of confidence. If a cross- 
section of Wall Street’s views can be 
expressed it may be interpreted as still 
hopeful, with the advance moderate and 
not of a boom character, as the most satis- 
factory and wholesome. It must be re- 
membered that not only have Wall Street 
listed securities been in the doldrums, 
but individual enterprises, real estate and 
kindred business operations have been 
quite as cast down. Listed securities have 
the advantage of a ready market, but the 
present levels are so low as to give rise 
to astonishment that such apparent bar- 
gain levels could ever have been reached. 


Few Stocks Selling Above 
One Hundred 


I+ TAKEs but a cursory glance at the list 
of shares on the New York Stock Ex- 
change to show that there are less than a 
dozen stocks, out of the many hundreds 
listed, which are still selling above $100 
per share. Despite the apparent thor- 
oughly liquidated state of securities, there 
are not absent from the market place 
certain smart Alees who are still singing 
their tale of woe. ‘‘ Look out for February 
and another break”’ has been frequently 
heard of late from these worthies. For- 
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tunately, the Street does not take these 
prophecies seriously. The great majority 
become impatient and resentful when 
they hear such talk and prefer to take the 
long side of the market on any dips. 
There are numerous bargains and also 
plenty of stocks whose action still gives 
warning to be careful of such issues. The 
prudent investor is able to discriminate 
if he makes careful investigation or seeks 
conservative advice. 


Telephone Again Being Used 
by Fake Promoters 


I> HAS been many months since the 
fraudulent stock promoter has mustered 
up sufficient courage to try his age long 
game, but he has at last emerged and is 
working the long distance and short dis- 
tance telephone racket to ensnare single 
women and widows who he suspects 
have some cash to be lured away. As in 
the old days, he secures his names of 
prospects from printed lists of stock- 
holders in companies whose stocks are 
listed on the various exchanges, or he 
writes to those who he has learned have 
inherited money. He also selects holders 
of stocks whose dividends have been cut 
or passed, and paints a gloomy picture 
of the future of such issues, urging in the 
next breath that he has securities which 
have paid dividends all through the de- 
pression and which will continue to do so. 
I have heard of several of such promoters 
of stocks which have really no market, 
who have telephoned to prospective vic- 
tims, but fortunately I am able to state 
that of the instances which have come to 
my attention, curt refusal to deal with the 
so-called broker on the telephone has been 
the rule. The mails are also once more 
carrying ‘‘bargain’”’ offerings of this 
calibre. Thanks to the efforts of the 
government prosecutors and the publicity 
given. to the operations of this class of 
fakers, the number of the latter has been 
reduced to comparatively small propor- 
tions. 


“Deferring,” Instead of 
Passing Dividends 


Posrronzmenr of action on dividends 
by directors, rather than announcement 
of their actual passing, is a rule being 
adopted. by some corporations where it is 
felt that recovery is near but that the 
condition of the corporation does not 
warrant paying out cash to shareholders 
at the present time. Such news is wel- 
comed by the fixed investment trusts, 
which need not sell their holdings of such 
corporations where dividend action is 
merely postponed, and the dividend not 
actually dropped. Heavy holdings of 
New York Central, now in the portfolios 
of the fixed investment trusts, were saved 


from sacrifice by the action of the dire. 
tors of the New York Central late lag 
year. Contrary to the belief of many Way 
Street habitués, New York Centra] 

though paying no dividend now, has not 
officially by vote of the board of diree. 
tors, actually passed the dividend. Action 
on the dividend at the last meeting wa,’ 
merely put over to the first quarterly 
meeting of this year. 


Real 
Leadership 
A Group of seriously minded members 
of the Stock Exchange, among them Pres. 
ident Richard Whitney, handled some of 
the big buying orders which were judi. 
ciously distributed among the important 
stocks on the Exchange during the first 
month of the year. It was they who put 
to rout a hostile group of bears, made up 
of both European and American operators 
who for a long time have been bearish on 
the United States. There is little doubt 
in the minds of Wall Street financiers 
that the statesmen and some of the big 
financiers across the Atlantic are skep. 
tical of the ability of this country to 
bring itself up out of the great trough of 
depression in which the United States 
has been almost uninterruptedly for more 
than two years. It is they who have been 
the loudest exponents of high tariffs and 
other obstructive tactics against our ex- 
ports, and French and English news- 
papers and financial organs have not 
failed to herald with loud acclaim the 
setting up of industries in their midst 
by American capital, which they interpret 
as harmful to us. 


Effect of Income Reduction 
on the Market 


Ir Is a matter of common knowledge, and 
acquiesced in by all, that the incomes of 
rich and poor alike have been more or less 
reduced by the depression, covering the 
period of the last two years; especially 
was this true in 1931, when wage and 
salary cutting became more pronounced 
and there was also a falling off in income 
because of the receipt of smaller divi- 
dends, defaults on bonds, and bank fail- 
ures. At the same time, strange as it may 
appear, the deposits in savings banks 
increased until the last month of the 
year when, no doubt, many people with- 
drew savings or a part of them for ex- 
penditures during the holidays. In Jan- 
uary of this year savings banks began 
cautiously to invest in bonds which were 
on the legal list and the pu: lic also began 
to buy securities in the same careful 
manner. These two features are factors 
which, if continued, will make for a full 
restoration of confidence, partly or com- 
pletely, as the case may be. It will, no 
doubt, be a matter of slow growth, but 
it is a situation to which it is very perti- 
nent, at this time, to call attention. 


Not Looking Any More 
for Big Yields 


Tue investors above referred to are not, 
as was the case during the 1927-29 boom, 
looking for excessive returns on their 
capital. First and foremost they want to 
be assured of the safety of the invest- 
ment and they do not do any plunging 
or put up all their funds at once. It is 
sort of ‘‘try out” process and speaks weli 
of the conservatism of the average in- 
vestor of today. Bankers and Stock Ex- 
change houses approve wholeheartedly 
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depression safely and with good pros- 
pects, and gilt edged bonds and high- 
grade dekentures yielding around 41% to 
5% per cent stand out as those among 
the securities which are favored. 


of this plan. Even speculators are doing 
no reckless trading, though poesls and 
individual operators are increasing their 
commitments. Stocks of sound banks, 
other issues which have come through the 
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The State Department’s “O. K.”’ 


HE recent investigation of the Senate Finance Committee in the matter of 

foreign loans floated in this country has again brought into the limelight the 
problem of governmental supervision of foreign financing. External loan control has 
been exercised in one or another form by all lender nations for several reasons, and 
in the United States this supervision has taken the form of voluntary submission of 
proposals to the Department of State for approval. This is usually granted by the 
negative statement that in the light of the information before it, the Department of 
State offers no objection to the flotation of the respective issue in the American 
market. More often the applicant is merely informed that the Department is not 
interested in the proposed financing. 

On several occasions in pre-war times our Government vetoed the issuance in the 
American market of foreign loans which it believed undesirable for political reasons, 
but, on the other hand, encouraged American bankers to float certain other loans. 
However, a definite policy was not established before 1922. On March 3 of that year 
the State Department issued a public statement reading: 


“The flotation of foreign bonds issued in the American market is 
assuming an increasing importance, and on account of the bearing of 
such operations upon the proper conduct of affairs, it is hoped that 
American concerns that contemplate making foreign loans will inform 
the Department of State in due time of the essential facts and subse- 
quent developments of importance. . . . The Department of State 
ean not, of course, require American bankers to consult it. It will not 
pass upon the merits of foreign loans as business propositions, nor 
assume any responsibility whatever in connection with loan transac- 
tions. . . . The Department of State believes that in view of the 
possible national interest involved it should have the opportunity of 
saying to the underwriters concerned, should it appear advisable to 
do so, that there is or is not objection to any particular issue.” 


The legality of this governmental request has been severely criticized by Vir- 
ginia’s Senator Carter Glass, who termed it as a ‘‘lawless activity’’ and ‘‘ the usurping 
of a bank function.” It has been maintained that, despite all safeguards and cautious 
wording of the government’s attitude, the failure of the Department of State to 
object is for all practical purposes equivalent to approval of the issuance of the 
bonds of foreign borrowers. ; 


The Power of Embargo on Foreign Loans 


On the other hand, in order to obtain certain political and economic aims the 
Department of State on several occasions during the past decade has availed itself 
of this opportunity to object to flotations of foreign loans. In years immediately 
after the war a virtual embargo was placed upon a number of issues of European 
states, including France, Belgium, Italy, and Rumania, such a policy having been 
motivated by a desire to induce these states to expedite settlement of their war 
debts to the United States. There is no doubt that this attitude of our Department 
of State was mainly responsible for an early settlement of those debts. On two 
occasions our Government vetoed contemplated foreign loans, the Coffee Valorization 
Loan of the State of SAo Paulo (Brazil) in 1925, and a loan of the Potash Syndicate 
of Germany in the following year. The objection to these loans was made on the 
ground that the issues were to be floated to support governmental fostered monopo- 
lies which would be detrimental to the American consumer through a resultant 
artificial rise in prices. (Both loans were subsequently issued in the London and 
other European markets.) 

While the Department of State has thus objected to certain loans for political 
and economic purposes and on other occasions has pointed out features of contem- 
plated loan arrangements which seemed obscure and unsound, and has informed the 
bankers of some aspects of the financial and economic position of the borrowing 
country or enterprise that might have been overlooked, it has never assumed any 
responsibility for the worth of the loans of which it was informed. 

The report of the Secretary of the Treasury of 1926 clearly defines this attitude 
as follows: 


“The question of soundness of a particular loan is not one upon 
which the Federal Government should pass, but it is the banker floating 
the loan in this country who must decide the question in the first. 
instance, and it is the investor using his savings to acquire the security 
who must finally decide whether or not the risk is to be accepted.” 
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DO YOU 
hold these stocks? 


[h= position of the stocks listed below is dis- 
cussed in our current Stock Market Bulletins, 
copies of which will be sent to you free of charge. 
Should you buy, hold or sell the following securities? 


Anaconda Crosley Radio 
Auburn Chrysler 
National Biscuit Grigsby-Grunow 


w’'s, Inc. 
Commercial Solvents 
De Forest Radio 
Commonwealth & Southern 
Baird Television 
rg-Warner Niagara Hudson 
Du Pont U. S. Radio & Television 


Simply send your name and address and the Bul- 
letins discussing the above mentioned stocks will 
be sent to you without cost or obligation. Also an 
book called ““‘MAKING MONEY IN 


Radio Corporation 
Phelps Dodge 
General Motors 
Zenith Radio 
Kennecott 


INVESTORS RESEARCH BUREAU, INC. 


Div. 318, Chimes Bldg., Syracuse, New York 


Complete 
Brokerage Service 


Orders for bonds and 
Stocks solicited 


GOODBODY & CO. 


Members New York and Philadelphia Stock 
Exchanges and New York Curb Exchange 


115 Broadway 230 Park Ave. 
New York New York 


Branch Office 
1424 Walnut Street, Philadelphia, Pa. 


BEAR MARKET 
RESUMED? 


Send For FREE Bulletin FW J]-30 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 


Large or Small Orders 
executed with the same courtesy 
and careful attention. We have a 
special department for Odd Lots 


{10 share orders accepted on margin} 
Helpful booklet K9 on Trading 
Methods sent free on request 


(HisHoLm & (HAPMAN 


Members New York Stock Exchange 
Members New York Curb Exchange 


52 Broadway New York 


THE BACHE REVIEW 
Facts and Opinions Condensed 


Readers of the Review are invited to avail 
themselves of our facilities for information 
and advice on stocks and bonds, and their 
inquiries will receive our careful attention, 
without obligation to the correspondent. In 
writing please mention The Bache Review. 


Sent for three months, without charge 


J.S. BACHE & Co. 


Members New York Stock Exchange 


42 Broadway New York 
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CULLED FROM 


Stamping 
Out 
Fear 


S: VERAL western communities, conscious 
of their civic duty, have taken it into their 
own hands to stamp out the groundless 
fears of depositors resulting from the 
failure of banks. In the absence of laws 
whereby such panic could be controlled, 
their mayors have declared holidays en- 
abling banks to keep legally closed until 
responsible business interests could quiet 
depositors and secure from them pledges 
not to withdraw funds except for actual 
necessities. In adopting such forcible 
steps, those communities are performing 
a duty to depositors, for the latter do not 
benefit themselves by impairing the sol- 
vency of their banks. An example has 
been set which could well be copied by 
other communities facing undue runs on 
their banking resources. Too many sol- 
vent banks in the last few months have 
been compelled to cease business just 
because of such needless withdrawals. 


Foreign 
Hocus 
Pocus 


As soon as foreign rumors of our going 
off the gold basis subsides, gossip about 
inflation of the dollar emanates from 
abroad. In both instances all such intima- 
tions bear the earmark of propaganda 
which would pass unnoticed were it not 
for the frayed state of the public mind. 
European politicians are obsessed with 
the false notion that by attacking the 
integrity of our credit they can mould 
public opinion to serve their own ends 
if they are to secure a cancellation of their 
debts. But instead of benefiting them, 
such efforts will react upon their sponsors 
for, say what they will, they will find it 
impossible to put their economic house 
in order without the friendly financial co- 
operation of America. They must depend 
upon the free course of international 
credit and trade. 

What would happen to France, for 
instance, if she should so antagonize 
Americans that they would hold aloof 
their profitable tourist trade? Yet her 
attitude is such as to arouse such resent~ 
ment. Lord Beaverbrook, another Ameri- 
can antagonist, might also note that 
America’s friendly feeling for her English 
cousins is by no means helped by his un- 
warranted attacks. If need be, we can 
go it alone better than can Europe, which 
seems to have fallen into the notion that 
the dollar forms our sole ideal when our 
entire history is a refutation of such 
materialism. It is about time that the 
politicians dropped their hocus pocus 
about inflation and our dollar standard, 
for when they do they will improve 


-their status with us. 
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EVERYWHERE 


Fraud 

Never 

Pays 

Wauen the ledger of a fraud is balanced 

it is usually discovered that it has turned 

out to be unprofitable and that the op- 

erators of it end in penniless circum- 

stances and with reputations blasted. All 

big swindles have ended thus, from the 

collapse of the Mississippi Bubble, which 

sent John Law into extreme poverty, to 
those of more recent memory. 

During the lifetime of George Graham 
Rice, the most spectacular swindler of 
this generation, more than $10 millions 
belonging to gullible investors passed 
through his hands, but when he was com- 
pelled to square his bill with society he 
found himself so poor that he could not 
employ a lawyer to defend him from the 
charge of evading federal taxes. Now, 
when he is over 60 years old, he is serving 
a term in the Atlanta penitentiary with 
hardly a prospect of rehabilitating himself 
when freed again. 

S. E. J. Cox of Oklahoma, another un- 
scrupulous swindler, although less spec- 
tacular than Rice, was convicted a few 
weeks ago and sentenced to serve ten 
years in a prison from which he had been 
released only a short time before. With 
the celebrated explorer-fake, Dr. Cook, he 
has been incarcerated for another oil 
fraud. Cox was likewise broke when con- 
vieted. Not only does fraud not pay but it 
reveals another characteristic in that it 
becomes an incurable disease for which 
the only cure is confinement of its per- 
petrators. By keeping them locked up, 
society can be spared further depreda- 
tions on their part. 

The 
Taxpayers’ 
Load 


Acconviune to a recent compilation, 
taxes in New York State alone increased 
from $412.8 millions in 1913 to $2.1 
billions in 1931. This story of five-fold 
expansion in 18 years is best told in 
numerals. Of those taxes, the state 
absorbed 12 per cent, the national gov- 
ernment 46.5 per cent, and the balance, 
41.5 per cent, was gobbled up by local 
government. The great increase in the 
tax load which the people must carry 
has passed without notice because of our 
unusual prosperity, but now that business 
has suffered a severe shrinkage the big 
bill we must meet to sustain the federal, 
state and local governments begins to 
pinch severely. The good times of the 
last ten years influenced communities to 
indulge in the same extravagances as 
individuals did under the delusion that 
prosperity never would end, and now 
they also must pay the fiddler though 
there is no enjoyment in dancing to his 
tunes. 


In only one way is it possible to lighten 
this heavy burden and that is by the 
introduction of economies, and the ten. 
dency at the present time is strongly 
running in that direction. Pressing neces. 
sity is forcing such measures on all com. 
munities, for they have found out that 
when taxpayers are unable to meet their 
assessments due to shrinkage in their 
incomes, borrowing must stop, extrava. 
gances be curtailed, and economies intro. 
duced so that the tax bill can be ope 
down to where it can be met. 


Short 


Sa 


F ,cunss recently given out by the New 
York Stock Exchange on short sale 
transactions have weakened President 
Richard Whitney’s contention. that jt 
has not been responsible for the decline 
in security values. Those statistics reveal 
that in one day such transactions ran ag 
high as 17 per cent of the total trading. 
The importance of this revelation is not 
in the percentage, but in the weight 
exerted on the thin market which pre 
vailed over the period these data cover. 
Several financial writers who have 
heretofore upheld Mr. Whitney in his 
position on short selling now are inclined 
to change their viewpoint. They con- 
tend that these data supplied by the Ex. 
change have dealt a blow to its. defense, 
These figures also will provide little 
comfort to the organization and its mem- 
bers for it will serve to aid whatever 
legislation inquiring into short selling is 
authorized. For one thing, such a probe 
would be able to prove the effect on the 
rest of the market of short operations ina 
given pivotal stock. There can hardly be 
any defense against the proof that a stock 
like Case, with a small amount of shares 
outstanding, produces a general decline 
in the balance of the list. ‘The effect 
is even more disastrous when its in- 
fluence on confidence is estimated. 


Propose 
Check 
On Trusts 


Dorina the term of Albert Ottinger as 
New York State’s Attorney General, a 
draft of a bill was prepared to place in- 
vestment trusts under closer supervision, 
but it met with such strenuous opposition 
in the legislature that its consideration 
came to naught, Had favorable action 
then been taken on this measure, it is 
reasonable to say that much of the grief 
which has since arisen over their opera 
tions could have been avoided. Now that 
the horse is out of the stable, another 
attempt is to be made in the Assembly 
to pass a bill, under which it is hoped that 
past abuses will be eliminated. The 
measure has the backing of the present 
attorney general, John J. Bennett, Jr. 
By their very nature investment trusts 
are quasi banking institutions since they 
seek the funds of investors for reinvest- 
ment in securities. To permit such 
enterprises to operate without any outside 
and independent supervision is to permit 
indiscriminate blind pool operations where 
managements are free to indulge in almost 
any practises without control. While 
sane regulation would put a brake on 
such recklessness, it would in no way 
interfere with the sound principles of 
diversification which the investment 
trust holds is its primary reason for 
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existence and confidence, but would 
strengthen its position in. public opinion. 

Itis high time that control by statute be 
inaugurated and it is up to the New York 
State Legislature to see that this protec- 
tion is accorded the people. 


Buying 
Back 
Stock 


Awone the corporations availing them- 
selves of the severe drop in security 
prices to rebuy their own shares is the 
Peerless Motor Car Company. It is 
making a blanket offer of $3.50 a share to 
stockholders who wish to sell. For 
corporations fortified with sufficient cash 
resources, current low price levels provide 
an opportunity for reducing their out- 
standing capital provided they do not cut 
too deeply into their working resources. 

But the thought of such action may 
not sit so well with shareholders, whose 
faith in the ultimate turn in business 
encouraged them to stick with their 
holdings and who paid a much larger 
price for their stock. This is a prejudice 
which is not taken into consideration by 
the exigencies of the moment. But the 
thought has occurred to many that it 
would be much more effective for cor- 
porations to place their orders in the open 


market at a set figure, since such action - 


would tend to stabilize the price and in a 
thin market even produce a_ higher 


valuation level. For a corporation to 
announce a willingness to pay a certain 
price for its securities is like confessing 
indirectly that its stock is not worth 
much more. It is a two sided blade. It 
may succeed in securing what stock is 
wanted with one of its edges but the 
other edge cuts deeply into the share- 
holders’ hope and confidence in recovery. 


Farrell 
Steps 
Down 


Hlavine served his corporation admir- 
ably for a term of well rounded years, 
James Augustine Farrell will soon turn 
over the. presidency of the United States 
Steel Corporation to a younger man. 
He deserves a rest from the arduous 
duties imposed by the responsibilities of 
the headship of America’s leading indus- 
trial unit. Farrell rose from the ranks. 
During Judge Gary’s incumbency Farrell 
was his ablest lieutenant. While the 
Jurist was principally engaged in shaping 
the corporation’s executive policies, Far- 
rell was the go-getter in lining up business 
and in this field of activity he had only one 
equal, Charles W. Schwab. Though he 
has earned his rest, the corporation will 
not lose his services entirely for his 
interest in its continued success will 
remain as keen as it ever was. -His advice 
undoubtedly will be sought from time to 
time by his successor. : 
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(Or of the most important current 


questions whose settlement has 

been awaited by the financial 
community with great interest and per- 
haps some apprehension, was answered 
last week when United States Steel 
Corporation announced a quarterly divi- 
dend of 50 cents a share on the common, 
a 50 per cent reduction, and reported a 
net loss for the fourth quarter which 
brought results for the year to a balance 
of $3.60 a share available for the $7 pre- 
ferred stock. After preferred dividends 
there was shown for the year a deficit 
on the common equal to $1.40 a share. 
Excluding special income of $19.3 millions 
which arose from sale of a public utility 
subsidiary, there was a net loss of $6.4 
millions before dividend payments. In- 
cluding special income, earnings per share 
of common by quarters were as follows: 


0.12 


FEBRUARY 3, 1932 


Reduces 
Dividend 


AAA 


Reports Deficit on the Common Stock 


The total deficit for the year, after all 
dividend payments, was $49.2 millions, 
an amount slightly larger than the book- 
keeping charges for depreciation, deple- 
tion, ete., and indicating that financial 
condition was well maintained despite 
the fact that 80 per cent of the dividends 
paid were drawn from surplus. 

Perhaps the most disquieting feature 
of the report to the Wall Street com- 
munity was the statement in connection 
with the dividend action that, ‘It is 
manifest that continuance of dividends 
must depend upon an improvement in 
the corporation’s volume of business and 
earnings.””’ From this it may be taken 
that unless there is soon greater improve- 
ment in the steel industry than has yet 
become apparent this year there will be 
no common dividend declared three 
months hence. This would mark the 
third break in the common dividend 
record since 1902, the year after forma- 
tion of the company. Common divi- 
dends were omitted in 1904 and 1905, and 
in 1915. 

Although it is quite true that recent 


Is knowledge of 


Which Security to buy 


as important as 
the Right Method 
of Trading? 


Do you think that anyone really knows 
specific securities that are better than 


—American Tel. & Tel. 
—Consolidated Gas 
—General Motors 
—U. S. Steel 
—Du Pont 
—N. Y. Central 
—American Can 
—General Electric 
—Public Service of N. J. 


—and dozens of other good stocks listed 
on the New York Stock Exchange? Do 
you have to pay anyone to tell you that 
these are good stocks? Certainly not. 
This is common knowledge. 


What is not generally known is the 
REAL technical position and action of 
these stocks from which knowledge you 
ean tell WHEN to buy, WHEN to sell, 
when to stay out of the market. And 
that is the way to use the function of 
trading for your protection and profit. 
How our bulletin ‘‘Wetsel Outlook” 
clearly, concisely gives you this infor- 
mation and develops for you the right 
method of trading is best learned from 
reading the Bulletin itself. 


A copy of the current number will be 
sent to you on request without obliga- 
tion. Ask for Bulletin FW-1. 


A. W. Wetsel Advisory Service 
Investment Counselors 
1540 Chrysler Building, New York, N. Y. 


Send me Bulletin FW-1. 


YEARS of CONSECUTIVE 
QUARTERLY DIVIDENDS 


On February 1, the 169th consecutive quar- 
terly dividend was paid to stockholders of 
Commonwealth Edison Company. Capital 
Stock is listed on The Chicago Stock Exchange. 
Inquiries about the Stock may be directed to 
Utility Securities Company, 230 So. La Salle 
Street, Chicago. 


COMMONWEALTH 


EDISON COMPANY 
Chicago 


Illinois 
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WEEKLY RECORD OF EARNINGS 


12 MONTHS ENDED DECEMBER 31: 


a On Class ‘‘A’’ Shares. 
t Before Depreciation. 


low levels of Steel common at and below 
$40 a share may find justification in the 
temporary drying up of earning power, 
the long term investor may well give 
consideration to the absurdiy low market 
valuation now being placed upon this 
common equity in comparison with the 
indicated book value of the company’s 
assets. Furthermore, it must be re- 
membered that conservative bookkeeping 
procedure has governed the determina- 
tion of these book values. According to 
the 1930 balance sheet the net working 
capital of $469.5 millions was in excess 
of the total of outstanding funded debt 
and preferred stock, so that the value of 
the entire common stoek issue at $40 
a share, a total of $348 millions, repre- 
sents a valuation of the corporation’s 
fixed investments of less than twenty 
cents on the dollar. 


BULLS AND BEARS 


continued from page 13 


Haw. ee Pineapple 4 
Recent price advances in pineapples lead 
packers to hope for an improved show- 
ing in the current year and they are 
aggressively stimulating the demand 
for their product. An indication of the 
poor results in 1931 was given in the 
omission of the dividend on Hawaiian 


Pineapple stock at an.earlier date. It 
28 


c On Class A and B Combined. 


1931 1930- 
Net Earnings Per Share Net Earnings Per Share 


Building Producte; Ltd..............- 3,820 c2.18 326,434 c2.70 
Hibbard, Spencer, Bartlett & Co....... 62,967 0.34 495,207 2.64 
593,215 1.19 2,030,292 4.09 
247,737 0.82 2,136,588 7.12 
Kansas f Power & 4,516,972 p112.92 4,030,295 p100.76 
Kress (S. H.) & Company............. 5,016,481 4.14 5,342,606 4.46 
Montreal Light, Heat & Power........ 9,766,921 2.17 8,943,584 * 2.19 
19,739,491 2.86 22,879,898 3.40 
Public Service of New Jersey.......... 30,540,752 30,163,302 
Standard Oil (of Kansas)............. d618,616 nil 380,148 1.19 
Stahl-Meyer........... 66,525 p5.10 306,554 1.72 
Seer 100,272 0.33 240,126 0.80 
Stewart-Warner Corporation .......... d1.830,171 nil 1,262,278 0.97 
Virginia Iron, Coal & Coke............ 110,353 0.10 36,531 nil 
9 MONTHS ENDED DECEMBER 31: 

Meintyre Porcupine. $1,676,559 $1,570,819 
6 MONTHS ENDED DECEMBER 31: 

Brooklyn-Manhattan Transit.......... 3,513,224 3.59 3,600,235 3.60 
Brooklyn & Queens Transit........... 1,327,654 0.59 1,191,665 0.60 
Interborough Rapid Transit........... d1,579,434 nil 1,820,092 nil 
Langendorf United Bakeries........... 91,271 al.01 135,065 1.50 
12 MONTHS ENDED NOVEMBER 30: 

Canada Cement Company, Ltd........ 1,553.191 0.32 1,566,014 0.34 
100,343 0.06 341,796 1.84 
Mississippi River Power.............. 1,559,505 1,806,195 
Naumkeag Steam Cotton.............. 50,733 nil 535,097 nil 
Union Electric Light & Power (of Mo.). 9,637,714 Pein 9,707,502 ‘eure 
12 MONTHS ENDED OCTOBER 31: 

See d980,645 nil d592,672 nil 
Lakey Foundry & Machinery.......... d50,493 nil d122,453 nil 


d On Deficit. p On Preferred. 


now is certain for the company reported 
a loss for the year from operations, and 
some increase in bank loans due to 
heavier inventories. The company re- 
ported $3.38 a share earned in 1930. 


Kelvinator 4 


A small flurry took place in the price of 
Kelvinator shares when the voice of the 
management intimated that they were not 
cold to stockholders’ desires ,that con- 
sideration be given to dividends out of 
the improved earnings the company 
showed for the twelve months ended 
December 30 last, which amounted to 
$1.53 a share as against $1.35 in the 
preceding fiscal year. The company 
strengthened its financial position by the 
retirement of outstanding convertible 
notes, «nd its indebtedness is now repre- 
sented by $1 million of building corpora- 
tion bonds. Net working capital was 
increased to $6.1 millions against $5.9 
millions a year before. The record of 
this small company proves that a con- 
structive job can be done in loosening 
the public purse strings if one has the 
right product and the aggressiveness to 
go forth to sell it. 


Kresge S. S. 4 “B+” 
Kresge officials are having a busy time of 
it in denying both rumors and estimates 
attached to the stock, its earnings and 
dividend position. Earlier in the year 
an official statement set the current rate 
of earnings at about the same as the year 
preceding, when $1.90 a share was earned. 


A later summary of the results calls fop g 
slight downward revision of earnj 

which circulated rumors of dividend 
instability. This was promptly denied 
by the president of the company who 
said that the directors have not discussed 
dividends and have not felt the necessity 
for it, and that the reports intimating 
reduction are without foundation in fagt, 
The stock has been a target for bear 
operations and was supposedly ‘‘ pegged” 
at 26 earlier in the year, at which level 
heavy offerings were taken but the stock 
finally broke through. This ordinarily 
quiet market actor came in for unusual 
attention in going to $15 a share, which 
liberally discounted any possible reduc. 
tion in earnings that could have resulted 
from a reduction of 7.5 per cent in sales, 


Mack Trucks 4 “C+ 


The sharp cut in earnings of Mack Trucks 
from $9 in 1929 to nil last year might 
appear to refute the railroads’ claims of 
destructive competition from the motor 
trucks of the country. Though this js 
supposed to have reached an acute 
stage in the past year in stifling railroad 
earnings (rather than dull trade), it js 
peculiar that Mack should be suffering 
a suspension of earning power, whereas 
in the days of lesser competition, from 
1923 to 1925 earnings were running 
between $4 and $6 millions annually, 
At that, Mack probably will not be 
standing on the bread line of the Recon- 
struction Board for help to tide it over 
this unfortunate period. The company 
had taken the initiative in fully protect- 
ing itself against any such emergency, 
The company received an order for 10 
metropolitan type passenger busses from 
Boston Elevated during the week, and is 
keenly interested in the Post Office 
Department call for bids on 2,100 trucks. 


Manati Sugar 4 “p” 
The year 1931 holds the record of being 
the worst in the history of the sugar in- 
dustry. Prices for raw sugar fluctuated 
between a high of 1.55 cents c.f. and a low 
of 1.09 cents c.f. and the average was sub- 
stantially lower than that for the previous 
year. Despite these conditions, Manati 
Sugar Company managed to obtain an 
operating profit of .017 cents per pound 
for the fiscal year ended October 31, 1931, 
as against .319 cents for the previous 
twelve months. The total average re- 
ceipts for last season’s crop of 430,476 
bags of sugar was 1.419 cents per pound 
as compared with 1.765 cents for the 
1929-30 crop of 616,384 bags. Earnings 
during the last fiscal year covered interest 
on the company’s current indebtedness 
and proportion of discount and expenses 
on bonds, but they were insufficient to 
meet interests on its bonds, depreciation 
and losses in investments. Consequently 
the semi-annual bond interest, due last 
October 1, was not paid. On the other 


hand, the company has secured an exten-_ 


sion of bank debts and has obtained 
additional funds for the dead season 
requirements. 


Mathieson Alkali 4 “C+” 
Finding that price cutting got them 
nowhere, for there was no stimulus to 
sales during last year- the manufacturers 
of soda and caustic have seared up the 
wounds of battle and returned to a sensi- 
ble price structure. Total sales for the 
chemical industry in 1931 amounted to 
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$10 billions despite the fact that sul- 
phuric acid sales were off 27.5 per cent 
after a gain in consumption among the 
textile trades of 3.8 per cent. Mathieson 
should do better this year even though 


sales may show no marked improvement. 


Woolworth A 


After the many disappointing reports 
turned in by bankers and investment 
trusts in their security operations, the 
investor can take hope from the good 
example set by Woolworth. Reporting an 
increase of more than $6.6 millions in net 
earnings for 1931 over 1930, it might 
appear that the regular business is in no 
way affected by depression, but against 
this item is a eredit taken for profits on 
securities of close to $10 millions. Con- 
solidated income amounted to $41.4 mil- 
lions after all charges and reserves for 


v 


taxes but before profits reserved for un- 
realized foreign exchange losses, was equal 
to $4.24 a share as against $3.56 in the 
preceding year. Dividends paid in the 
year amounted to $4.40 a share including 
$2 extra, making only 16 cents shortage 
from earnings. Of course, $1.02 a share 
is made up of security profits, which could 
be considered a non-recurring item, but, 
on the other hand, if they can make 
profits in a year like 1931 they stand a 
good chance of repeating in any year. 
The company carries its securities on the 
books at $26 millions despite a market 
value for them as of December 31, 1931, 
of $70 million. An improved financial 
position was established with current 
assets rising to $60 million against $55.6 
million last year, and current liabilities 
were reduced to $853,400 compared with 
$1.1 million a year previous, leaving a 
net working capital of $59.5 million. 


The Hungarian Moratorium 


to a partial moratorium on its ex- 
ternal obligations, last December, 
the Hungarian government announced 
the suspension of payment abroad in 
foreign currencies (with certain excep- 
tions) of the Hungarian financial obliga- 
tions. However, the full service of such 
loans will be collected when due in pengoes 
(the Hungarian currency) at the rate 
quoted the day previously by the National 
Bank of Hungary for the benefit of the 
bondholders and this account will be 
administrated by the National Bank. 
American investments and credits in 
Hungary are estimated to total about 
$180 millions, including approximately 
$134 millions of governmental and cor- 
porate securities held by individual and 
institutional investors. The latter 
amount is subject to the transfer mora- 
torium and includes the long term bonds 
tabulated at the bottom of this page. 
The balance consists principally of short 
term credits granted by American banks 
to Hungarian institutions (inclusive of 
$20 millions extended to the central bank 
of Hungary by the Federal Reserve Bank 
in connection with a loan sponsored by 
the Bank for International Settlements) 
and is taken care of in a special standstill 
agreement similar to the arrangement by 
which Germany settled its short term 


Te: first European nation to resort 


-foreign debts. 


Simultaneously with the announcement 
of the transfer moratorium Hungary 
officially stated its intention of maintain- 
ing the gold standard, which would be to 
the benefit of its foreign creditors inas- 
much as the deposits made in pengoes for 
account of the foreign bondholders would 
thereby retain their relative value to gold. 

The Hungarian government’s financial 
difficulties are to a considerable extent 
due to the present world wide economic 
depression, and particularly to the low 
prices for agricultural commodities pro- 
duced in that country. Fault can be 
found to some extent with the financial 
policies of the former Hungarian govern- 
ment, which maintained an administra- 
tive apparatus far above the country’s 
needs, with the result of high taxation 
which in turn held production costs high 
despite comparatively low wages. As an 
agricultural country burdened with a 
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heavy external debt, Hungary’s economic 
solution is a favorable balance of trade. 
From 1924 to 1930 the country showed a 
continuous excess of imports over exports, 
but the difference was more than offset 
through borrowing in foreign capital 
markets. A drastic reduction of imports 
in 1930 resulted in a favorable trade 
balance but this trend was not carried 
forward into 1931, when imports again 
exceeded exports. The conditions of the 
international capital market and the 
quotations of its previous bond issues 
were prohibitive to additional borrowing. 
Further gold exports would have impaired 
the stability of the currency. Conse- 
quently there was no alternative but a 
transfer moratorium which according to 
the government had been deferred as long 
as possible on the request of foreign re- 
presentatives. 

Reduction of governmental expendi- 
tures and the establishment of a budget- 
ary equilibrium are outstanding points in 
the program of the new government. But 
these measures, as necessary as they are, 
cannot alone solve Hungary’s difficulties. 
Tariff barriers raised against the country 
by its former best markets comprise its 
basic problem. The succession states of 
the old Austro-Hungarian empire, to 
which most of the exports of Hungary are 
naturally directed, are confronted with 
similar financial difficulties and, of course, 
in striving for a favorable balance of 
trade they restrict imports. . 

Fundamentally the Hungarian prob- 
lem is not isolated, but is part of a wider 
issue. Therefore, despite all efforts made 
by the country itself, the final success 
depends upon a general amelioration of 
world economic conditions. 


HUNGARIAN BONDS AFFECTED. BY 
THE MORATORIUM 


British and Hungarian Bank, Ltd., 7 4s, 1962. 
City of Buda 6s, 1962. 

City Savings Bank Co. Ltd. 7s, 1953. 

Farmers National Mor e Institute 7s, 1963. 
Hungarian Central Mut Credit Institute 7s, 


1937. 

Consolidated Municipalities 7 4s, 
1945. 

Hungarian Discount and Exchange Bank 7s, 
1 


963. 
Hungarian-Italian Bank 7 48: 1963. 
Hungarian Land Mortgage Institute 7 4s, 1961. 
National Central Savings Bank 7 \s, 1962. 
National Hungarian Industrial Mortgage In- 
stitute 7s, 1948. 
Rima Steel Corporation 7s, 1955. 


Business 
Magazines 


For $] 


It will pay YOU to follow Bradstreet’s 
Business Barometers, Bradstreet’s regular 
analyses of key industries, steel, railroads, 
automobiles, etc., Bradstreet’s accurate and 
sensitive ‘Commodities Index,” and particu- 
larly Bradstreet’s weekly analysis of one out- 
standing company doing outstanding things, 
under the head, “HOW CORPORATIONS 
ARE MEETING NEW CONDITIONS.” 

To profit by the priceless business and 
financial information that the next seventeen 
weekly issues of BRADSTREET’S journal will 
bring you, return this ad with $1, before the offer 
is withdrawn. (Regular price, $2 for 17 weeks.) 


Aweekly business digest 
148 Lafayette St., Dept. B-1, New York, N. Y. 


ent systematically is one reason 
why so many people are financially 
successful. You, too, can “get the 
habit’’ of saving regularly by subscrib- 
ing to our monthly instalment shares. 
Write for descriptive literature and convince yourself 


The Camel Humidor Pack al- 
ways brings you fresh cigarettes 


CAMEL 


CIGARETTES 


STOCKS 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
150 B’ way, N. Y. Tel. REctor 2-3000 


NEILL-TYSON, INC. 


Investment and Trading Counsel 


366 Madison Ave., New York City 
Return this advertisement with your name and ad- 
dress and we will enter your subscription to our 
weekly bulletin, **The Trend of Stock Prices,’’ for 
one year. At the end of one month you have the 
option of cancelling, or remitting $24, the full sub- 
scription rate for 52 issues. F2-3 


Which Stocks Will 


lead the next 
bull move? 


| Think of this, and not wait a year or two, 
but accumulate the right stocks at the 
right time. Among stocks, many will lag 
but some will develop marked strength, 
and lead the next bull market. Which will 
these be— 


U. S. Steel? General Motors? 
Vanadium? Studebaker? 
Balt. & Ohio? Am. Radiator? 
Am. Can? Mont. Ward? 
Int. Tel. & Tel.? Du Pont? 


{ We are just issuing Special Report cover- 
ing these stocks, critically, rating certain 
issues , to avoid, but one we select as 
best all. Sample copy sent free, to ac- 


quaint you with our Service. Simply ask for 


** Special Stock Report’’ 


AMERICAN SECURITIES SERVICE 
106 Norton-Lilly Bldg. 


New York 
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4 For many years president of A. B. 
Leach & Company, Inc., and formerly 
president of the Investment Bankers 
Association, A. B. Leach has organized 
the new firm of Leach Bros., Inc., to 
deal in investment securities. Offices are 
at 60 Wall Street, New York, and 123 
South Broad Street, Philadelphia. Ray 
Hatch vice president in New York, is 
also sales manager, and C. R. Miller is 
in charge of the Philadelphia office. 


4 Kenneth Browne, formerly with the 
Wall Street Journal, has become an ac- 
count executive in the Metropolitan 
Advertising Company of New York. 


4 Frank J. O’Reilly, William M. Baer 
and Warren Sullivan will direct the new 
department which has been formed by 
Bamberger, Loeb & Company, for trading 
exclusively in bank and insurance stocks. 


4 Albert W. Bianchi is now a general 
partner in the firm of Carl M. Loeb & 
Company, located at 50 Broad Street, 
New York. 


4 Paul Frankfurter has become asso- 
ciated with Emanuel & Company at 32 
Broadway, New York. 


4 Curtis A. McWhinney and Wilbur F. 
MeWhinney have joined the firm of 
Mitchell, Hutchins & Company, 1 Wall 
Street, New York. 


4 Henry E. Brennick, formerly with 
Shields & Company, is associated with 
Speyer, Alexander & Company, of 25 
Broad Street, New York. 


4 James P. McKenna has become asso- 
ciated with Auerbach, Pollak & Rich- 
ardson. 


4 James M. Cleary has been appointed 
president of the Studebaker-Pierce-Arrow 
Truck Corporation. A. R. Erskine, former 
president, has become chairman of the 
board of directors. 


4 Marc W. Haas and James L. Weiskopf 
have been admitted as general partners 
to the firm of Newman Bros. & Worms, 
located at 25 Broad Street, New York. 


4 The firm of Blagden & Simonds has 
been formed, with Wendell P. Blagden 
and William R. Simonds, both members 
of the New York Stock Exchange, as 
partners. Offices are located at 71 
Broadway, New York. 


4 Peter McDonnell and Alexander J. 
MeDonnell have become general partners 
in the firm of McDonnell & Company, 
New York. 


4 Huntington Norton and Gaines Gwath- 
mey have formed the firm of Norton & 
Gwathmey. Offices are located at 1 Wall 
Street, New York. 


4 Carey S. Hill, Henry G. Reed and 
T. Allan Box, Jr., are the principals in 
the investment security firm which has 


been formed and which will be known as 
Hill, Reed & Company. Headquarters 
are in Los Angeles, Cal. 


4 Frederick S. Fales, president of the 
Standard Transportation Company, has 
been elected president of the Standard 
Oil Company of New York, succeeding 
Charles F. Meyer, who retired because of 
poor health. Mr. Meyer will retain his 
directorship in Standard of New York, 
but will retire as director of the Socony- 
Vacuum Company, parent organization 
of the New York concern. 


4 Thomas Potter, formerly vice-president 
of the Quaker Oats Company, has been 
elected president of the Elgin National 
Watch Company, Chicago. He succeeds 
DeForest Hulbard who retired a month 
ago but who continues ‘to serve as a 
director of the company. Mr. Potter, 
after eleven years in Quaker Oats’ plants 
in Germany and Canada, joined the 
executive staff in 1918, supervising costs 
of manufacturing and distribution. He 
became vice-president in charge of pur- 
chases three years ago. 


4 J. P. Yoder, director of publicity for 
the Chatham Phenix National Bank and 
Trust Company, has been appointed a 
member of the extension committee of 
the Financial Advertisers’ Association by 
C. H. MeMahon, president. The com- 
mittee will meet in New York, February 
11 and 12. 


4C. W. Churchill, general sales manager 
of the Buick Motor Car Company, 
Flint, Mich., has been promoted to the 
position of vice-president of that com- 
pany. George H. Wallace, assistant sales 
manager, has been made general sales 
manager. Mr. Churchill has been with 
Buick for eleven years and has been 
general sales manager since 1926. 


4 Norman Crystall, formerly with John- 
son & Wood, and with Prof. Irving 
Fisher, and also financial writer for the 
New York American, New York World 
and other papers, is now associated with 
Moss, Ferguson & Kerngood. 


4 Shares of a new general-management 
investment trust which, if all its stock is 
sold at current prices, will have assets of 
about $77,500,000, has been organized 
by Calvin Bullock. The trust will be 
known as the Bullock Fund, Ltd. In- 
corporated in Maryland, it has an initial 
authorized capital of 5,000,000 shares, 
all one class and all voting. James M. 
Balfour, a leader in the British invest- 
ment-trust field, is a member of the board 
of directors, which also includes. Mr. 
Bullock, Hugh Bullock, John W. Bar- 
ringer 3rd, Walter W. Colpitts, John M. 
Hincks, Alfred Jaretzki, Jr., and Theodore 
C. Smith. 


4 Walter H. Burnham has been elected 
secretary of Doremus & Company, New 
York advertising agency. He has been 
with the company for over twelve years. 
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PAYING 


continued from 


the adoption of the proposed tax schedule price 
this class of securities would have to pay speci 
four cents to the State and three cents ty the | 
the Government, or a total of seven cents to $2 
on each share sold. Sales of stocks othe woul 
than these two classes are taxed pr. pose 
portionately; that is, a $50 par stock acco 
carries only a one cent State and one cent wou! 
Federal tax, and in ratable amounts jp Pure 
the smaller brackets. A ready method of Buyi 
figuring the tax on a hundred share gale gellir 
is to multiply the par value by four cents, gellir 
or on the new basis by seven cents. The Stall 
tax on various classes of stocks is shown | 
below on sales of 100 shares. i 
Par —Old— —New— shot 
Proceeds Stock Value State Fed. State Fed, hap 
$100 United Dyewood ... $100 $2.00 $2.00 $4.00 $3.0 
12000 Detroit Edison ..... 100 2.00 2.00 4.00 30 - 
50 Snider Packing...... no 2.00 2.00 4.00 30 os 
11200 Coca Cola....... .. no 2.00 2.00 4.00 3% sur 
25 Punta Alegre....... 50 1.00 1.00 2.00 15 he « 
4500 Beatrice Creamery. 50 1.00 1.00 2.00 15 gro: 
50 Armour B ......... 60 50 100 tra 
8000 American Tobacco.. 25 .50 50 1.00 % I 
75 Butte & Superior... 10 20 20 40 
4300 National Biscuit..... 10 20 .20 40 % oe 
It will be seen that a group of five the 
securities can be sold with proceeds of $i 
only $300 on which a tax of $11.40 must che 
be paid, while the same number of shares lim 


of other stocks sold for $40,000 carries lov 
only the same tax payment. The tax rec 


levy under the new schedule would be wh 
$19.95, or 6.7 per cent on the low priced do 
stocks, whereas on the higher priced ste 
issues it would only amount to .05 per its 
cent. 

In buying and selling less than 100 ~ 
share lots it must be recognized that 
a premium of one eighth of a point, some Y 


times more, has to be counted in. This 
is the service charge commanded by the 
house specializing in odd lots and through 
which the transaction is executed. There- 
fore, a stock purchased at $1 for 99 
shares means that actual value of only 
$86 is received, for which $106.50 is paid 
after adding on the broker’s commission. 
Conversely, a selling order for 99 shares 
at $1 means that the stock must sell at 
11/8, or a value of $111.37, for which 
$87.50 is received after paying com- 
missions and present taxes. Only $84.50 
would be realized with the new tax rate 
in effect. Couched in less formidable 
terms this might be called feeding the 
‘*kitty”’ and starving the player. 

The small brother of the floor trader is 
popularly known in the customer’s room 
as a sealper or chiseler. His operations 
find him attempting to exact a small 
profit in ‘‘guessing” the transitory daily 
swings in stock prices. His limited funds } 
demand that he patronize the low priced | 
stocks and his transactions are in less | 
than full 100 share lots. Besides keen- 
ness and alert action he must have luck 
with him, for as is most often the case, 
his trades go against him as can be under- 
stood in analyzing his program. He 
starts the day by placing an order to buy 
50 shares of X YZ at $10 a share. Being 
an odd lot order the stock must sell at 
9 7/8 before it is executed. The penalty 
of one-eighth point is a starting handicap, 
representing $6.25. In addition he pays 
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the broker’s commission for buying, which 
is also $6.25. When he sells, the same 

mium must be paid to the broker, 
and the stock must sell one-eighth point 
above his stipulated selling price. In 
some cases this premium runs to one- 
quarter and one-half point according to 
the velocity of turnover in the issue, its 
vice, and the ruling of the odd-lot 
specialists in the issue. He must also pay 
the State and Federal taxes amounting 
to $2 on prevailing schedules, and which 
would be increased to $3.50 if the pro- 
posed taxes are adopted. An itemized 
gecount of the completed transaction 
would be as follows: 


$6.25 


Purchase premium of ¥ for odd lot... 

Buying commission. 6.25 

Selling premium % for odd lot....... 6.25 

commission. 6.25 

Stamp taxes. Present $2 New...... 3.50 


His stock must advance 5/8 point to 
show a profit of only $2.75. What actually 
happened was that he bought at 97/8 
and sold at 10144. A spread of 614 per 
eent for a $10 stock in a single day is 
the exception rather than the rule. As- 
suming that the operation was successful, 
he only gets less than 10 per cent of the 
gross profit of $31.25 shown on the 
transaction. 

Despite the handicaps outlined, there 
are opportunities to be found among the 
low priced stocks. It is not the fact 
that they are selling at say $1 that makes 
them cheap. A good stock selling at 
$100 might easily be comparatively 
cheaper. But for those favoring, or being 
limited by capital to, the stocks in the 
lower priced brackets it is necessary to 
recognize the penalties that are imposed 
when buying in small amounts. Having 
done this a well formulated program 
stands a better chance of accomplishing 
its intended purpose. 


WHAT CAN WE EXPECT? 


continued from page 5 


“The Corporation may, upon the 
approval of the Interstate Com- 
merce Commission, make loans to aid 
in the temporary financing of rail- 
roads and railways engaged in inter- 
state commerce, to railroads and rail- 
ways in process of construction, and 
to receivers of such railroads and 
railways, when in the opinion of the 
board of directors of the Corporation 
such railroads or railways are unable 
to obtain funds upon reasonable 
terms through banking channels or 
from the general public and the Cor- 
poration will be adequately secured.” 


Important restrictions are placed upon 
the powers of the Corporation to make 
railroad loans. However, it is interesting 
to note that in the original draft of the 
bill the restrictions were even more severe, 
directing that loans should be made only 
in cases where the railroad’s “‘ prospective 
earning power, together with the charac- 
ter and value of the securities offered are 
such as to furnish adequate assurance of 
their ability to repay within the time 
fixed.” The wording of the final draft, 
directing merely that ‘‘the Corporation 
be adequately secured,” would seem to 
permit a more liberal attitude toward 
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prospective railroad loans, and at the 
same time provide the management with 
a definite basis for refusing loans to hope- 
lessly weak railroads where new credits 
would probably do no good in the long 
run. 

One important general provision is that 
the loans to any one corporation and its 
affiliates shall not exceed $100 millions, or 
5 per cent of the total capitalization. The 
probabilities are that the total loans in 
any one situation will always be con- 
siderably less than this limit. 

The fundamental purposes of the Re- 
construction Finance Corporation may be 
summarized as follows: (1) Restoration 
of confidence; (2) to relieve the condition 
of fundamentally sound financial institu- 
tions suffering from ‘“‘frozen assets’’; (3) 
aid in the marketing of agricultural prod- 
ucts, which has been disrupted by general 
economic unsettlement; (4) restoration 
of railroad credit, which has been im- 
paired by increasing competition and fall- 
ing earnings; and (5) through these 
measures to check deflation and increase 
the tempo of business activity. 

As a result of the general lack of confi- 
dence, almost all kinds of enterprise have 


been curtailed as much as possible, and 
in cases where expansion is desired, it is 
impossible because of the fact that the 
strong fiuancial institutions are not lend- 
ing money or buying corporation securi- 
ties, but are keeping in as liquid a condi- 
tion as possible. The knowledge of the 
existence of a huge credit pool did a great 
deal toward restoring confidence in the 
post-war depression of 1920-22, and it is 
expected that similarly beneficial results 
will be derived from the Reconstruction 
Finance Corporation. The psychological 
effects of the operations of the War 
Finance Corporation were so marked that 
it was never necessary for the Corporation 
to raise any funds through the issuance of 
bonds. In fact, the loans outstanding at 
any one time were always materially less 
than the authorized stock capitalization 
of $500 millions. The operations of the 
new Corporation will, in the final analysis, 
amount to a guarantee by the goverh- 
ment of credits extended by strong finan- 
cial institutions, for banks and insurance 
companies will probably be the main 
purchasers of any obligations which may 
be issued by the Finance Corporation. 
Furthermore, the money for the original 
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Dividends Declared 


Pe- Pay- Hldrs. of 
Company Rate riod ab Record 
Aeolian Co. Mo. 2d pf........... $2 Q Jan. 2 Dec. 25 
Altorfer Bros. $3 pf............ 75¢ Q Feb. 1 Jan. 15 
$1.75 Jan. 23 Jan. 19 
Am. Home Products........... Mar. 1 Feb. 13 
Q Apr. 1 Mar. 15 
Assoc. Gas & Elec., $6.50 
$1.6246 Q Mar. 1 Jan. 29 
lf eae $1.50 Q Mar. 1 Jan. 29 
$1.25 Q Mar.15 Feb. 15 
Do $5.50 pf............ $1.374%4 Q Mar.15 Feb. 15 
Balt. Am. Ins. ($5)............. 40¢ S Jan. 25 Jan. 21 
Bamberger (L.) & Co. pf... .$1.6244 Q Mar. 1 Feb. 15 
Bigelow-Sanf. Carpet & Rug pf.$1.50 Q Feb. 1 Jan. 23 
Bohack (H. C.) Co..:........ 624%4c Q Feb. 1 Jan. 15 
SS eee $1.75 Q Feb. 1 Jan. 15 
Brooklyn Edison..............- Q Mar. 1 Feb. 5 
ucyrus Erie pf.............. pr. ar. 
.. Feb. 15 Feb. 1 
Concord Gas Co., pf.......... $1.75 Q Feb. 15 Jan. 30 
Conn. Ry. & Ltg........... $1.12% Q Feb. 15 Jan. 30 
M Mar. 1 Feb. 15 
M Mar. 1 Feb. 15 
5e M Mar. 1 Feb. 15 
Do pt. M Mar. 1 Feb. 15 
Columbus Dental Mfg $1 Q Jan. 30 Jan. 25 
Yu ea Q Mar. 1 Feb. 15 
Diamond Match............... Q Mar. 1 Feb. 15 
che 75c S Mar. 1 Feb. 15 
Dome Mines, Ltd.............. 25c Q Apr. 20 Mar. 31 
Diamond Ice & Coal.......... 1.75 Q Feb. 1 Jan. 26 
Dresser (S. R.) Mfg., A.......87}44¢ Q Mar. 1 Feb. 19 
Q Mar. 1 Feb. 19 
Eastern Util. Assoc............ 50e Q Feb. 15 Jan. 27 
Freeport Texas. .............0. Q Mar. 1 Feb. 15 
Gas and Elec. Secur........... 50c M Feb. 1 Jan. 15 
NS 50c M Feb. 1 Jan. 15 
Gen. Outdoor Adv., pf........ 150 Q Feb. 15 Feb. 5 
Georgia Pwr. & Lt., $6 pf... $1.50 Q Feb. 15 Jan. 29 
Genl. Pub. Sv. $6 pf........... $1.50 Q Feb. 1 Jan. 22 
| area 37% Q Feb. 1 Jan. 22 
Q Jan. 31 Jan. 15 
Grand Union pf............... 75c Q Mar. 1 Feb. 15 
Hale Bros. Stores.............. 25c Q Mar. 1 Feb. 15 
Hormel (G. A.) & Co., pf. A...$150 Q Feb. 15 Feb. 1 
Houston L. & P., 7% pf...... $1.75 Q Feb. 1 Jan. 15 
150 Q Feb. 1 Jan. 15 
Hydro-Elec. Sec. 5% pf., B..... 25c S Feb. 1 Jan. 22 
50c Q Mar. 1 Feb. 15 
75c .. Mar. 1 Feb. 2 
25c .. Mar. 1 Feb. 15 
Inter. Business Mch......... $1.50 Q a 11 Mar. 22 
Inter. Harvester, pf........... 1.75 Q . 1 Feb. 5& 
Keystone Tel. of Phila. $4 pf..... $1 Q Mar. 1 Feb. 19 
Kings County Trust........... $20 8 Feb. 1 Jan. 25 
Lazarus (F. & R.) & {Co., pf. .$1.6214 Feb. 1 Jan. 21 
iggett & Myers Tob........... $1 Q Mar. 1 Feb. 15 
Bei aE $1 Q Mar. 1 Feb. 15 
Mich. Gas & El. Co. 7% pr. in. .$1.75 Q Feb. 1 Jan. 15 
$150 Q Feb. 1 Jan. 15 
$1.50 Q Feb. 1 Jan. 15 
$1.50 Q Feb. 1 Jan. 15 
Mat. Power&Is..............- 25¢ Q Mar. 1 Feb. 6 
New Eng. Wtr. & Pr. Assoc., pf.$1.50 Q Feb. 1 Jan. 21 
National Biscuit Co............ 70c Q Apr. 15 Mar. 18 
$1.75 Q Feb. 29 Feb. 11 
Nat. 12%c Q Feb. 15 Feb. 1 
Neptune Meter, pf.............. $2 Q Feb. 15 Feb. 1 
$2 May 15 May 1 
$2 Q Aug. 15 Aug. 1 
$2 Q Nov.15 Nov. 1 
Natl $1.75 Q Mar.15 Feb. 26 
ew York Steam.............. 9 Mar. 1 Feb. 15 
Penna. Pwr. $6.60 pf........... 55c Feb. 1 Jan. 20 
M Mar. 1 Feb. 20 
$1.50 Q Mar. 1 Feb. 20 
Mar. 14 Feb. 29 
Perfection Stove Co.......... 1834¢ Jan. 30 Jan. 20 
Pittsfield Coal Gas.............- 1 .. Dec. 23 Dec. 23 
Potomac Ed. 7% pf.......... $1.75 Q Feb. 1 Jan. 20 
1.50 Q Feb. 1 Jan. 29 
$8 A Mar.31 Dee. 31 
$4 S Mar.31 Dec. 31 
85c Q Mar.31 Mar. 1 
$2 Q Mar.31 Mar. 1 
$1.75 Q Mar.31 Mar. 1 
$1.25 Mar. 31 Mar. 1 
sae 50c Feb. 29 Feb. 1 
50c M Mar.31 Mar. 1 
50c Q Feb. 1 Jan. 25 
Q Feb. 15 Feb. 1 
$1.624% Q Mar.30 Mar. 15 
Sierra Pac. 1. pf...........- $1.50 Q Feb. 1 Jan. 20 
Stand. Cap & Seal. Co.......... 60c Q Feb. 15 Feb. 1 
Studebaker Corp.............- Q Mar. 1 Feb. 10 
Syracuse Ltg. 8% pf.........-.- eb. an. 
Do $1.624% Q Feb. 15 Jan. 30 
$1. Q Feb. 15 Jan. 30 
Tampa Elec., pf. A..........: $1.75 Q Feb. 15 Jan. 25 
Tenn. E. P. 7.2% pf........ $1.80 Q Apr. 1 Mar. 15 
EER $1.75 Q Apr. 1 Mar. 15 
$1.50 -Q Apr. 1 Mar. 15 
$1.25 Q Apr. 1 Mar. 15 
OS ae $1 Q Feb. 1 Jan. 20 
Unit Eng. & Fdy............. 75¢ Q Feb. 12 Feb. 2 
50c Q July 20 June 30 
50c Q Oct. 20 Sept. 20 
50e Q Jan. 20 Dee. 31 
50c .. Mar. 30 Feb. 29 
$1.75 Q Feb. 27 Jan. 30 
Washington Gas Lt............ 9c Q Feb. 1 Jan. 23 
Western Dairy . $6 pf. A..$1.50 Q Mar. 1 Feb. 10 
White (S. 8.) Dental Mfg....... 10c Q Feb. 1 Jan. 20 
Wrigley (Wm. Jr. Co.)......... 50c .. Mar. 1 Feb. 19 


stock capitalization of the corporation 
will be raised through issuance of U. S. 
‘Government bonds. Thus, lending the 
‘eredit of the government will bring out of 
hiding ‘“‘frightened funds” which can be 
used for releasing some of the key logs 
in the present financial jam. 

Through loans to cooperative market- 
ing associations and to banks which 
finance the export of agricultural com- 
‘modities, substantial aid should be 
rendered in helping to dispose of the large 
surpluses of these commodities which are 
now depressing their markets. The 
, War Finance Corporation performed a 
great service for American agriculture 
under similar conditions in the post-war 
deflation. Then, as now, unstable cur- 
rencies in many parts of the world had 
disrupted the normal marketing processes 
and thrown the burden of carrying stocks 
of these commodities upon the producer. 
Fluctuating currencies have much to do 
with the present low prices of agricultural 
commodities, and the creation of a new 
source of credits for the marketing of 
surpluses should do much to strengthen 
the markets. As an example of the 
unsettling effects of fluctuating curren- 
cies upon the markets for American 
products, the abandonment of the gold 
standard by England has seriously inter- 
fered with the normal processes of for- 
ward purchasing of American cotton by 
British spinners. 

The general question of railroad credit 
and the far reaching repercussions of the 
impairment of railroad credit upon the 
economic life of the nation have been 
discussed at length in recent articles in 
Tue FrnanciaL Wor LD, and there is no 
need of taking up the subject here. Suffice 
it to say that the improvement in rail- 
road credit which should result from the 
operations of the corporation should have 
beneficial effects which should be felt in 
many different branches of American 
industry. 


In Strong Hands 


The broad powers conferred by the 
Reconstruction Finance Corporation Act 
would be very dangerous in inexperienced 
or unskilled hands, and the alarmists 
are already talking of the beginning of an 
era of inflation as a result of the opera- 
tions of the corporation. However, such 
fears appear groundless, since with such 
men at the helm, as Eugene Meyer, whose 
skill and judgment were demonstrated 
by his successful direction of the War 
Finance Corporation, and General Dawes, 
practical banker and economist of in- 
ternational reputation, judicious and 
effective management of the new cor- 
poration seems assured. No “inflation” 
in the generally accepted sense of the 
word seems likely. Checking deflation is 
a very different matter from starting 
inflation, and it is just as dangerous to 
earry deflation or liquidation to extremes 
as to allow inflation or rising markets to 
go beyond reasonable limits. The Re- 
construction Finance Corporation should 
be effective in arresting deflation. Thus, 
it may not be too much to hope that the 
creation of this corporation marks the 
beginning of the end of the business 
depression in the United States. It is 
encouraging to recall that the broadening 
of the powers of the War Finance Cor- 
poration in the latter part of 1921 was 
shortly followed by the beginning of the 
recovery from the serious depression 
caused by the post-war deflation. 


SINCLAIR-PRAIRIE 


concluded Page 8 
ended September 30, 1931, Prairie Pipe 
Line will report a decrease in profits 
from 1930 of more! than $10 millions; ang 
Prairie Oil & Gas, which issues no interim. 
statements, is quite likely to report 4 
deficit compared with the $2.2 millions 
net shown for 1930. Hence there igs g 
definite probability that the pro formg 
earnings statement for last year will show 
a deficit on the new common. 

Although it will require approval of 8 
per cent of the stock of the Prairie 
companies to consummate the merger, 
no difficulty is anticipated, since the jm. 
portant stockholders have been consulted 
in advance. There are two important 
blocks of stocks in each company which 
constitute a.strong nucleus. Petroleum 
Corporation of America is reported to 
hold 583,000 shares of Prairie Oil & Gas 
and 555,000 shares of Prairie Pipe Line, 
and the Rockefeller interests are said to 
hold about as much more of these stocks, 
The holdings of Petroleum Corporation 
were obtained from the Rockefeller 
Foundation several years ago by Blair & 
Company, which formed Petroleum Cor. 
poration early in 1929 as a holding con- 
pany for these and other oil shares. The 
merger has been negotiated through the 
Bancamerica-Blair Corporation, which 
will receive a fee of $700,000 upon com- 
pletion of the deal. 
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An Interesting Feature 


One of the interesting features of the 
consolidation is the bringing in for 
president of an executive of a non-con- 
stituent company, Herbert R. Gallagher, 
who is senior vice-president of the Shell 
Company of California and vice-president- 
at-large of the American Petroleum 
Institute. His selection is said to have 
been urged insistently by John D. Rocke- 
feller, Jr., and the fact that Mr. Gallagher 
has achieved outstanding success in the 
field of distribution of refined products 
upon the West Coast may have a certain 
significance with regard to future policies 
of the consolidation. The West Coast 
is the only section of the country in 
which the new company will not already 
have strong marketing representation, 
and it is surmised that one of the most 
powerful incentives for attempting to 
include Tide Water Associated in the 
merger was the desire for securing estab- 
lished representation in this area. Con- 
sidering the present overcrowded condi- 
tion of the marketing branch of the 
industry, it seems more logical that Con- 
solidated Oil should accomplish such a 
purpose by acquisition and development 
of existing units rather than by direct 
expansion which would immediately re- 
sult in further excess of facilities and 
keener and more destructive competition 
than now exist. 

In brief summation it may be stated 
that the consolidation of these three com- 
panies will create a fully integrated and 
well-balanced unit with a large present 
supply and extensive reserves of crude 
oil, the largest transportation system I 
the industry, well-equipped and modern 
refineries, strategically located, and a dis- 
tribution system almost nation-wide 
scope, fortified with a strong cash and 
current asset position. 
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Investment 
Trust 
Topics 


Under American 
Control 

American British & Continental Cor- 
poration was originally sponsored in this 
country by Blyth, Witter & Company 
and the J. Henry Schroder Banking Cor- 
poration, in connection with a group of 
European banks. Recently, Mr. J. R. 
Boyd, vice president of the Continental 
Securities Corporation, and his associates 
bought both the Blyth and Schroder 
interests and also acquired the partici- 
pation which had been held abroad since 
the formation of the company. Through 
this transaction control of American 
British & Continental Corporation, which 
bad net assets of about $14 millions at the 
end of 1930, was concentrated in a single 
group and is now completely held in this 
country, leaving its name as a mere rem- 
iniseence of the past. 


Change in Par and 
Stated Value 

Net asset value of Blue Ridge Corpora- 
tion on the basis of December 31, market 
prices for its listed securities (amounting 
to 96 per cent of its total holdings) was 
equivalent to $57.85 per share of the 
$50 par value preferred stock outstand- 
ing. Cash income from investments last 
year covered the current cash dividend 
requirements on the preferred stock about 
11/5times. As under the Delaware laws 
afurther decline in security prices would 
prevent the disbursement of dividends on 
the preferred, although earned, on the 
ground of impaired capitalization, the 
corporation has decided to change the 
preferred stock from $50 par value to no 
par value and will reduce the stated 
value to $25 per share. This policy is 
in line with similar actions recently taken 
by other companies as a result of current 
extraordinary market conditions. 


Number of Shareholders 
Increases 

During the year 1931, Incorporated 
Investors recorded a gain of 2,230 new 
shareholders, bringing the total up to 
16,832. Every quarter last year showed 
again over the previous quarter and the 
total increase was 50 per cent greater than 
results obtained during 1930. In addi- 
tion, many of the old shareholders have 
increased their holdings with sales to this 
category, amounting to approximately 
i4 per cent of the total number of shares 
sold during the last quarter of 1931. 


Modification in 
Trust Indenture 

Over 95 per cent of the holders of Na- 
tional Trust Shares have agreed to a 
change in the trust indenture which will 
postpone for about two years the opera- 
tion of the trust elimination provision 
based on market values. This alteration 
has been motivated by the sponsors’ 
belief that it is not desirable to dispose 
of representative common stocks under 
present conditions with prices below the 
intrinsic value of such securities. Trust 
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shares currently offered are designated 
‘‘National Trust Shares Modified” and 
are evidenced by certificates of ownership 
in 37 common stocks deposited with 
Central Hanover Bank & Trust Com- 
pany as trustee. 


Preferred Dividend 
Covered by 80 Per Cent 

During the moratorium rally last 
July, Selected Industries sold, about $5 
millions of common stock and during 
the final quarter of 1931, several long 
term bond issues were disposed of. Dur- 
ing the same period substantial invest- 
ments were made in high yield fixed in- 
come securities and in such common 
stocks as earned their dividends for 
1931. At the end of last year the cor- 
poration had approximately $7.1 millions 
in cash, $4.6 millions in bonds and pre- 
ferred stocks and $19.7 in common stocks. 

Early in 1931 a service contract was 
concluded with Tri-Continental Corpora- 
tion according to which the latter furn- 
ishes investment service at a fee of 4 of 
1 per cent per annum of the aggregate 
value of the gross assets of the corpora- 
tion and an option on 200,000 shares of 
the corporation’s common stock at $15 
per share. Substantial savings have al- 
ready resulted from this contract and 
it is expected that for 1932 administra- 
tion expenses will not exceed one-half 
of those for 1931. Income received dur- 
ing last year was sufficient to pay cx- 
penses and taxes and cover approxi- 
mately 80 per cent of the 1931 divi- 
dends on its own prior preferred stock. 
The net asset value of the prior preferred 
showed a shrinkage from $114.11 per 
share on December 31, 1930, to $74.67 
per share at the end of last year. 
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Food Turns Up, 
Indexes May Follow 


LLOWING weeks of steady de- 
clines, Bradstreet’s food index finally 
turned upward at the middle of January 
with a gain of 1.1 per cent. Although a 
slight advance is the usual seasonal per- 
formance at that time, the gain which was 
actually shown is materially in excess of 
the normal movement and has raised 
hopes that the steady downswing which 
has been under way since November is 
finally approaching a definite turn. 
With the exception of food items, com- 
modity prices have been behaving rela- 
tively satisfactorily, but continued drops 
in the latter classification have had the 
effect of dragging down to new lows 
numerous commodity price indexes to 
which many businessmen look for guid- 
ance. If one does not take the trouble to 
analyze the movements of the components 
of the various price series, a very mislead- 
ing picture is frequently the result, just as 
examination of the figures over the past 
two months would have shown that 
extreme price weakness was the exception 
rather than the rule. 


To the ‘President of a 
“Dividend-Paying 
Company— 


WILL THE DIVIDEND 
RATE ON YOUR 
COMPANY’S STOCK 
BE MAINTAINED? 


Right now many of our fifty 
thousand investor-readers are 
asking this question about your . 
securities which they ‘contem- 
plate adding to their portfolios. 


Why not publish your dividend 
notices in THE FINANCIAL 
Word, which is read solely 
for investment suggestions and 
advice? 


Your dividend notice appearing 
in this column may be the decid- 
ing factor in creating many new 
stockholders in your Company! 


THE FINANCIAL WorLD 
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Edited by A. Weston Smith, Jr. 


4 Abbott Laboratories “C+” 


The date of the annual meeting of the 
stockholders of this company has been 
changed to the first Thursday after 
February 15 from the last Friday in 
March. The meeting will be held on 
February 18, 1932. It has been reported 
that sales for January showed an in- 
crease as compared with the same month 
of any previous year in the history of the 
company. 


4 Aluminum of America “C+” 
The Magnesium Development Corpora- 
tion has been formed as a joint subsidiary 
of Aluminum Company of America, and 
I. G. Farbenindustrie A. G. to develop 
and utilize magnesium. The new com- 
pany will have the advantage of the 
technical experience and own the patent 
rights of both companies. It will con- 
ecentrate its activity on a magnesium 
alloy known as “‘electronmetal’’ which 
weighs only one-fourth as much as iron 
and steel, and two-thirds as much as 
aluminum. The alloy is available in the 
form of sand and die castings, forgings, 
sheets, rods, tubing, wire, ribbon and 
powder. 


4 Arundel Corp. = 


Ability to make money in a poor business 
year is reflected in the recent annual re- 
port of the Arundel Corporation, which 
showed net equal to $4.08 a share in 
1931 against $4.39 a share in 1930. The 
earnings recently reported, however, do 
not include a non-recurring charge of 
about $2 millions which had to be written 
off to take care of the loss on notes of the 
defunct Everglades Drainage District in 
Florida. This charge was made against 
surplus, but if it had been deducted from 
the year’s income the per share earnings 
would have been reduced about 25 cents. 


4 Automatic Voting Mach. “D” 
The affairs of this company appear to 
have taken a turn for the better with its 
recapitalization plan approved by the 
stockholders and a sizable order received 
from Philadelphia County, Pennsylvania. 
Under the plan the $2.50 accumulation on 
each share of prior participating preferred 
will be taken care of by paying $1 in cash, 
and the balance in scrip units of 75 
eents each payable at future dates. The 
exchange offer calls for 300,000 shares of 
new no par common stock on a share for 
share basis with the prior preferred stock. 
The present common shares are to be 
exchanged on a five-for-one basis for the 
new common. If all preferred and com- 
mon are exchanged, the company will 
have outstanding only 380,000 shares of 
new common. 


4 Carnegie Metals “D+” 


Stockholders at a special meeting have 
approved the acquisition of the Sombretto 
properties in Mexico formerly owned by 
interests connected with American Smelt- 
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ing & Refining. A 600-ton mill is included 
in the purchase. Henry Wyman, mining 
engineer, who is to become general man- 
ager of the property, is making prepara- 
tions for the resumption of operations at 
both the Sombretto and Carnegie mines. 
The mill of Carnegie Metals has a daily 
capacity of 800 tons of ore from which is 
extracted lead, zine, silver, and gold. 


4 Charis Corp. 
As one of the few companies which was 
able to report an increase in earnings for 
1930 as compared with 1929, Charis has 
finally succumbed to the tide, and for 
1931 will report a decline below the levels 
of both 1930 and 1929. Last week the 
directors found it advisable to discon- 
tinue the policy of distributing quarterly 
extras of 25 cents each, but maintained 
the regular $2 annual dividend which has 
been in effect since early 1928. 


4 Columbia Pictures — 


With five feature pictures now in various 
stages of completion, in addition to those 
already being exhibited, Columbia Pic- 
tures has practically finished two-thirds 
of its 1931-1932 program. Being so far 
ahead of its schedule will enable a shut- 
down for a month in order to make exten- 
sive improvements in plant and equip- 
ment. Several new buildings will be 
added including four new film vaults, 
which will bring film storage facilities up 
to 6-million feet, and the film laboratory 
will be enlarged by 40 per cent, increasing 
its capacity to 10-million feet per month. 


4 De Forest Radio “D+” 


More than patent and economic troubles 
are those of De Forest. A fire starting 
when an electric are burst its glass vacuum 
tube swept the experimental laboratories 
at Passaic, New Jersey, and wrecked 
Television Station W2XCD, causing 
$65,000 damage. Fortunately the plant 
was covered fully by insurance, but the 
loss will cause the postponement of a 
series of experiments with new apparatus. 


4 Durant Motors —_— 


A receivership has been asked for Durant 
Motors by City Auto Stamping Company 
which holds a $41,000 judgment against 
the automobile manufacturer. It is also 
alleged that Durant Motors owes the 
State of Michigan and the City of Lansing 
over $162,000 in back taxes, as well as 
other creditors. The book value of the 
company’s properties in Michigan is 
placed at $300,000, with additional prop- 
erty in California valued at $1.7 millions. 
Attorneys for City Auto Stamping, how- 
ever, do not wish to see the property 
liquidated because of the substantial 
loss which would have to be taken on de- 
preciated land values. 


4 Eagle-Picher Lead = 
Preliminary construction has been started 
on a new $500,000 lead and zine mill in 


Oklahoma. The plant will be Connecte( 
with the St. Louis-San Francisco Railway 
by a spur which will be constructed late 
in the year by the Northeast Oklahom, 
Railroad. 


4 Federal Knitting Mills “C+” 
According to company officials, net for 
1931 is estimated at $4.08 a share on the 
32,500 shares of capital stock outstanding, 
In 1930 earnings equalled $4.53 a share, 
The balance sheet, as of December 31, 
1931, will show the ratio of current assets 
to current liabilities at 11-to-1 with cash 
and receivables equal to $29 a share of 
common stock. Current business, which 
includes sweaters, scarfs and dress novel. 
ties, is reported as satisfactory, with sales 
for the month of January showing a gain 
over the same month of 1931. 


4 Franklin Manufacturing “D+” 
In the future all car bodies will be made 
almost in their entirety in the Franklin 
plant, instead of being purchased from 
the body manufacturers as_ heretofore, 
The first finished bodies will be ready 
about March 1, by which time the con- 
pany will have all equipment installed 
for body building. This change has been 
made for the purpose of utilizing portions 
of the plants which have lain idle for 
some time past and should permit fur 
ther savings in production costs. 


4 General Fireproofing “C+" 
Operating, as it has been, at between 4 
and 50 per cent of capacity, it could not 
be expected that General Fireproofing 
would show very satisfactory results for 
1931. The annual report issued last 
week disclosed a deficit of $14,931 as 
compared with a profit of $752,517 or 
$2.30 a share on common in 1930. Con- 
tinuance of the present $1 annual divi- 
dend, therefore, appears uncertain unless 
business in the office equipment field 
shows an early pick-up, which now seems 
unlikely. 


4 Hart Schaffner @ Marx “D+” 


The demoralization in clothing prices 
during the past year is amply reflected 
in the net loss of $2.9 millions reported by 
Hart, Schaffner & Marx for its fiscal 
year ended November 28, 1931. In the 
1930 fiscal year profits amounted to 
$504,142. This is sufficient reason why 
the directors took no action on the 
quarterly dividend of $1 due at this time. 


4 Lake Shore Mines “C+” 


Efforts to increase milling facilities have 
been successful so far as this gold mines 
concerned, for in the last quarter of 1931 
an increase of $549,000 in gold bullion 
was shown as compared with the final 
quarter of 1930. This increase supports 
the action of the directors in declaring a 
50-cent extra dividend in the latter half 
of last year in addition to placing the 
stock on a $2 annual dividend basis in 
August. 
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A Lehigh Coal & Nav. “C+” 
gmaller losses in its coal and canal divi- 
sions were expected to help Lehigh Coal 
to report earnings for 1931 covering the 
past year’s $1.20 annual dividend on the 
common stock. Announcement last week 
that the $1.20 rate had been cut to $1 
is a further indication that earnings had 


| shown stability as compared with the 
_ $1.13 a share reported for 1930. Coal 


operations of the company are now 
handled by a subsidiary, Lehigh Naviga- 
tion Coal Company, while large savings 
have been effected through the transfer ot 
the Delaware division canal to the Com- 
monwealth of Pennsylvania. 


4 Nashua Manufacturing = 
No more coarse wool blankets need be 
tucked under tender chins, for the 
Nashua textile mills have perfected a 
new line of blankets combining silk with 
wook in a new manner. The blankets 
have an all silk warp, or covering, com- 
pined with an all wool filling which in- 
sures ample warmth and silken smooth- 
ness, The process used in the manu- 
facture of the blankets is to be patented. 


4 Pioneer Gold Mines “D+” 


Like many of the gold mining shares, this 


stock has been very active since its listing 
on the Curb a month ago. Interest in 
the issue has been stimulated by technical 
reports which have been submitted by 
the engineers, and also the announcement 
that the capacity of the ore mill will be 
increased from 100 tons to 300 tons daily. 
Cost of the mill as well as development 
expenses and the present 12-cent annual 
dividends are being met out of current 


earnings. 
4 Radio Products “—D” 


A contract has been entered into with 
Television, Inc., for the manufacture of 
a new type of very small receiving set 
embodying the use of a simplified circuit, 
tiny tubes and a unique type of loud 
speaker. The set will be marketed to re- 
tail at between $15 and $25. This sug- 
gests that the prices of sets have not yet 
reached bottom and if the mite set 
proves practical, other manufacturers may 
find that even midget sets are giants on 
their hands. 


4 Roan Antelope 
Stockholders have been called in special 
meeting in London to authorize one 
million new shares of 5 shillings par to 
be offered to stockholders of record 
February 5 for acceptance on or before 
February 26, at 7 shillings and 6 pence a 
share. The proceeds of the offering will 
be used to reduce the advances required 
to finance copper in transit and for 
general purposes. 


4 Schutter-Johnson 
A petition in involuntary bankruptcy, 
and an application for receiver has been 
filed in the Federal District Court against 
Schutter-Johnson. In its answer the 
management claims that the company is 
not insolvent, as current liabilities of only 
$250,000 stand against current assets of 
$450,000 (estimated). In order to avert 
receivership, the directors have evolved 
a reorganization plan whereby a new 
corporation will be formed to acquire 
the assets of the present company, and 
both the Class A and Class B stocks will 


FEBRUARY 3, 


1932 


be exchanged for preference stock in the 
new corporation. Each one share of 
Class A stock will be exchanged for one 
share of the new preference stock, while 
ten shares of old Class B will be exchanged 
for one new preference share. * The 
capitalization of the new company will 
consist of 40,000 shares of Class A 
preference stock and 40,000 shares of 
Class B common stock, both of no par 
value with equal voting rights. The 
entire issue of Class B stock will be given 
to the Augusta-Cicero Building Corpo- 
ration which is the landlord and owner of 
the company’s factory in Chicago. 


4 Wayne Pump “D” 
The sharp curtailment in the extension 
of gasoline filling stations during 1931 
was largely responsible for the deficit of 
$499,699 reported for the fiscal year ended 
November 30, 1931. In the previous 
fiscal year profits amounted to $227,544 
or $1.64 a share on the common stock. 
The management during the year made 
every effort to keep expenses in line with 
the declining volume and numerous 
economies were introduced which should 
have a favorable influence on 1932 
operations. 


4 Woolworth, Ltd. “C+” 
The first report to be issued by this com- 
pany since its recapitalization last June 
became available last week and showed 
profit of £3.6 millions which, after deduct- 
ing preference share dividends, was equal 
to slightly more than 92 per cent of the 
par value of the ordinary stock. The 
stock has a par value of five shillings. The 
company is controlled by the F. W. Wool- 
worth Company but a large number of 
shares are held in both England and the 
United States. 


THE TREND OF THINGS 


from page 4 


concluded 


amounting to only 2.15 per cent ad- 
justed to a monthly basis. The average 
value of all listed shares traded in on the 
New York Stock Exchange is $20.80 per 
share, comparing with $20.24 at the start 
of the year. 


AAA 
Barometer Changes 


A YEAR ago the electrical equipment 
companies were operating at a com- 
paratively low rate, but even that level 
was above that which is currently being 
experienced. Therefore, the ieft hand indi- 
eator has been lowered another point in 
order to reflect the present picture. Signs 
of seasonal improvement in the machine 
tool trade have been lacking, and the 


. future indicator has been lowered to 


neutral until it is possible to obtain a line 
on probable results in the coming months. 

The public utilities normally show a 
declining trend of production and earn- 
ings from January to May or June and, 
consequently, the right hand indicator for 
the industry has been lowered on a 
seasonal basis. Inauguration of a general 
business recovery of any great magnitude 
would probably have the effect of re- 
versing this usual trend, but until the 
prospects therefor become more clearly 
defined than they are at the present time, 
it is logical to expect that performance 
will be no better than seasonal. 


Associated Gas and Electric Company 
> The Board of Directors has 
és declared the following quarterly 
January 29, 1932: 
‘Dividend No. 28 
$6 Dividend Series Preferred Stock—$1.50 
$1.621%4 per share. 
Dividend No. 14 
$5 Dividend Series Preferred Stock—$1.25 
Dividend No. 2 
$5.50 Cumulative Preference Stock—$1.87% 
per share, payable March 15, 1982, to 


DIVIDENDS 
dividends payable March 1 
1982, to holders of record 
per share. 
Dividend No. 25 
$6.50 Dividend Series Preferred Stock— 
fod share, payable March 15, 1932, to 
olders of record February 15, 1982. - 
holders of record February 15, 1932. 
M. C. O’KEEFFE, Secretary. 


The NorthAmerican 
Company 


QUARTERLY 
DIVIDENDS 


No, 112 on Common Stock of 24% in Com- 
mon Stock (at the rate of 1/40th of one share 
for each share held); and 


No. 43 on Preferred Stock of 144% in cash (at 
the rate of 75 cents per share) 


Will be paid on April 1, 1932 to respective 
stockholders of record at the close of busi- 
ness on March 5, 1932. 


Robert Sealy, Treasurer 


THE BOND MARKET 


concluded from page 10 


Louis Southwestern into the Southern 
Pacific system was followed by very sharp 
advances in the market prices of the 
bonds of the ‘‘Cotton Belt.” The specu- 
lative possibilities in some second grade 
rail bonds have not been widely recog- 
nized. St. Louis Southwestern 4s, 1932 
which sold down to 30 late last year, were 
quoted above 80 on the day after the 
announcement of the favorable I. C. C. 
action on the merger petition. Nickel 
Plate 6s, 1932, which sold down to 14%, 
are now quoted above 50. Numerous 
other speculative rail bonds have made 
recoveries of more than 100 per cent from 
1931 lows. 

Another evidence of improved _senti- 
ment last week is to be found in the re- 
crudescence of new security offerings. 
Several public utility issues appeared, 
including one of $7,500,000 for the Kansas 
Power & Light Company. After several 
weeks in which new offerings of municipal 
bonds were out of the question, the suc- 
cess of the Baltimore foan, and the 
successful conclusion of the negotiations 
for a large New York City loan “broke 
the ice,” and several important pieces of 
municipal financing were concluded last 
week. The very high credit standing of 
the State of New York was demonstrated 
by the quick arrangement of a $25,000,000 
three months loan at 4% per cent, the 
participating banks retaining the notes 
for their own investment. Announcement 
was also made that three subsidiaries of 
Consolidated Gas Company of New York 
are planning early offering of $50,000,000 
mortgage bonds to the public. 
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WEEKLY 


4 BUSINESS & FINANCIAL SUMMARY TO KEEP YOU 


INFORMED 


A AVERAGE STOCK PRICES 1932 1931 
an.26 Jan.19 Jan.12 Jan. 27 2 
Railroads............ 51.30 50. 50.20 118.90 Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
A FEDERAL RESERVE REPORTS, MEMBER BANKS pertaining to investments and other timely subjects 

(000,000’s omitted) len. ae 0 13 Png which we believe are of interest and profit to our 
Deposits—New York City....... - $5,900 $5,979 $7,038 j j igati 
Deposits—Outside New York City. 11647 11:772 13°842 subscribers. Upon request and without obligation 
Loans on Securities—N. Y.C..... 2,205 2,216 3,061 any of the booklets listed below will be sent free, 
Loans on Sec.—Outside N. Y. C... 3,427 3,444 4,364 
jInvestments—New York City..... 844 847 1,054 direct from the houses by whom issued. 

oans an d 5, 
Total net demand deposits...) ||. 11,476 11,643 13,689 PLEASE WRITE EACH REQUEST 


Total time deposits.............. 5,818 5,843 7,090 
+Other than U. S. Govt. securities. 
A WEEKLY BANK CLEARINGS 1932 
(000,000’s omitted) Jan.16 Jan.9 
Outside of New York City........ 2,234 2,566 3,166 


PLAINLY ON A SEPARATE SHEET 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N, Y. 


loans (000,000)..... A CHAIN OF SERVICE—Is the title of a new booklet which describes 
Federal reserve ratio (System)..... 67.3% 66.9% 81.2% and illustrates the history and development of the Associated Gas & 
Federal reserve ratio (N. Y.)...... 69.6% 676% 85.0% Electric Company System. Of particular value to anyone interested 
1932 1931 in public utility securities. 
Jan. 16 Jan. 9 Jan. 17 FACTS AND FIGURES—A monthly bulletin issued by a leading 
Total car loadings...... are unlisted securities firm, gives a résumé of the Over-the-Counter mar- 
1932 1931 ket for the preceding month and contains a widely known system of 
Jan.23 Jan.16 Jan. 24 weighted averages of bank and insurance stocks in chart form. 


Daily Av. Crude Oil Prod. (bbls.)... 2,161,500 2,193,450 2,110,600 


TRADING METHODS—A 24-page booklet issued by a New York 


A FOREIGN EXCHANGE A COMMODITY PRICES Stock Exchange house, containing a brief explanation of the different 
1932 1931 1932 1931 operations pertaining to stock market trading. 
Par Jan. 26 Jan. 27 Jan. 26 Jan. 27 
$4.86 34g England...$3.46 $4.85% |§Wheat...$0.55%  $0.79% OPPORTUNITIES IN SELECTED SECOND GRADE BONDS— 
3.92 rance..... 3.9354 3.9118/16] Silver.... 0.2914 serena Well known firm, members of the New York Stock Exchange, has 
5.26 Italy...... 5.01% 5.23% | Flour.... 4.50 4.70 issued a circular on opportunities in selected second grade bonds. 
13.90 Belgium* 13.93 % 13.93 % Coffee 07 Hs 06 x Copy will be sent on request. 
e 23.82 ermany . . ugar.... ‘ NEWS ON STOCKS AND COMMODITIES—This bulletin is issued 
: 14.069 Austria 14.00 14.12 Sr 15.64 17.76 periodically by one of the large “wire” houses, and a sample copy 
he 40.20 Holland 40.26 40.20 % ee 28.00 .00 may be had on request 
26.80 Denmark ..19.04 26.73 -03 3% 
: 26.80 Norway....18.79 26.72 Copper 07% 10 PEOPLE’S GAS LIGHT & COKE CO.—The 1931 Year Book covers 
26.80 Sweden .19.34 26.75% Zinc..... -0295 04 the activities of this company during 1930 and presents a condensed 
49.85 Japan...... 36.44 49.44 RTS Scan .2225 2.610 résumé of 81 years of continuous gas service. It is full of interesting 
- 42.45 Argentinat.25.93 30.44 Cotton 0670 -1050 data on the usefulness of gas, is handsomely illustrated, and con- 
#12.00 Brazilft..... 5.95 8.95 hae 90 3.15 tains also a consolidated balance sheet which is of interest to all 
A GUARANTEED INCOME ON RETIREMENT—A 28-page book 
*Belga. +Paper Peso. tPaper Milreis. gMarch futures. called ‘‘How To Get the Things You Want,’ issued by one of the 


large insurance companies, shows how their latest retirement income 
plan can be exactly suited to any individual's special needs. 


INTERNATIONAL HYDRO-ELECTRIC SYSTEM—A detailed 
description, illustrated with photographs of that public utility 
system that serves fifteen thousand square miles in five States of 


#Approximate; not yet fixed by law. 


W eekl Car Loadin s New England and three provinces of Canada, with a total population 
Freight car loadings indicate current sectional business conditions. 
h lly i arnings SERVING 9,000 COMMUNITIES—Is the title of a new 26-page illus- 
current trated booklet published by Cities Service Company, which gives 


Week ended Same investors an interesting picture of the large field covered by this 
Jan. 9 week Change holding company’s subsidiaries engaged in electric light and_power, 
EASTERN DISTRICT 1932 1931 % Lewerrgpe 9 Ss von natural gas industries. Included is a detailed state- 
Baltimore & Ohio................ 40,386 53,516 —24.4 ment of Cities Service Company's earnings over the past 20 years. 
Chesapeake & Ohio.............. 23,371 29,359 —20.4 HOW TO MAKE YOUR MONEY MAKE MORE MONEY—An 
Cleve., Cinn., Chicago & St. L.... 18,274 2,204 —17.7 interesting booklet describing why so many fail in handling their 
Delaware & Hudson............. 1,482 14,014 —18.0 money, and outlining methods that have been used for years by suc- 
Delaware, Lackawanna & Western. aS ae at we cessful investors, with concrete illustrations and specific suggestions, 
Norfolk & Western... 17/112 22/341 —23.4 INVESTMENT BULLETIN FOR FIRST QUARTER OF 1932— 
New York, New Haven & Hartford. 23.619 24.462 —34.3 Issued by one of the prominent firms of investment bankers, presents 
New York Central............... 713 = a very interesting statement regarding the outlook for the future of 
New York, Chicago & St. Louis... 12,099 14,163 =—ia industry, together with other material of importance to investors. 
“7 . 89,319 108,146 —17.3 Facts about attractive current offerings are also included. Copy 
Pere Marquette............ a 8,526 — 3.1 obtainable for the asking. 
Western Maryland............... 6,422 7,901 —18.7 INSULL > 
SOUTHERN DISTRICT pro es 0 e In: roup Utilities, which comprise per cen 
a Atlantic Coast Line.............. 13,521 17,565 ~23.0 of the holdings of this investment trust, may be had on request. 
- 25,870 ,230 —22.1 REAL ESTATE BONDS FOR INVESTMENT—Is the theme of an 
Louisville & Nashville............ 201 28,234 —28.4 interesting booklet published by one of the leading dealers in Real 
; Seaboard Air Line............... 10,727 12,749 —15.9 Estate Securities containing valuable and precise information perti- 
: Southern Ry. System............. ,001 36,147 —17.6 nent to the Real Estate Bond Market. 
819 ddle Wes es Company whic s the history of empowe 
Chicago & Northwestern.......... 27,258 35.885 —24.0 interest to investors in public utility securities. 
Great Northern ,...........-.+.++ 9.367 11,884 —21.0 BUSINESS PROGRESS AND ACHIEVEMENT—Is the title of a 
sho g gra cally e progress m e in tha e n e p 
2 CENT BAL WEST DISTRICT ears, together with the advantages afforded present-day business 
i Atchison, Topeka & Santa Fe. .... 23,902 29,944 —20.2 by such equipment. A copy will be sent to any business executive 
Py Chicago, Burlington & Quincy..... 21,033 28,108 —25.0 who writes on his stationery for it 
Chicago, Rock Island & Pacific.... 19,346 22,845 —15.2 : 
Chicago & Eastern Illinois....... » 4651 5,297 —12.2 MAKING MONEY BY DEALING IN MONE Y—Is the title of a new 
Denver & Rio Grande Western..... 4,724 .796 —18.5 amphlet issued by an industrial banking organization, containing 
Southern P gp Se ee 16,130 20,246 —20.3 nformation about the industrial banking business that will prove 
18,113 22,941 —21.0 interesting to investors. 
YOU CAN HAVE AN INCOME AS LONG AS YOU LIVE—Is the 
005 = companies, tha’ s how a life annuity can arrange comp 
with any circumstances and ideas for future income. A copy 
; Missouri Pacific.......°......... 21,132 26,731 —20.9 be had on request. 
St. Louis-San Francisco........... 10,556 13,366 —21.0 ““STOCK EXCHANGE SERVICE FOR THE SMALL INVESTOR’ 
St. Louis-Southwestern........... 3,545 3,868 — 8.3 —Is the title of a booklet just issued by a well-known Stock Exchange 
. YESS eee 6,944 8,123 —22.0 firm. Copy may be had on request. 


(Compiled from American Railway Association figures) 
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What Investments Are 
Absolutely Safe? 


SHOW THIS TO 


HERE is no such thing as an absolutely 

safe investment. Most people realize 

this, but there are quite a few who are 
not only looking for securities of this type 
but who in addition want them to also contain 
a substantial element of profit possibilities. 
In other words, they want to eat their cake 
and have it too. 

It is obvious that, while there is no such 
thing as an absolutely safe investment, there 
are various bonds and even preferred stocks 
that approach the ideal to all intents and 
purposes. But even the strongest types of 
securities are subject to changes in governments 
or industries that cannot always be anticipated 
at the time of purchase. 

It is for this reason that even the holder of 
the most conservative types of securities is 
never warranted in becoming entirely com- 
placent about his investments. It pays every 
investor to keep well informed on investment 
matters. 

An important point which should not be 
overlooked by investors is that the words ‘“‘ safe 
investment’’ is a relative term, and that each 
individual must determine his investment poli- 
cies by a study of his own requirements. For 
instance, to a person of moderate wealth who 
is entirely dependent upon income from securi- 
ties it is much wiser to concentrate largely in 
only the very safest types of securities. 

Experience has shown on the other hand 
that business men and individuals with a fixed 
salary whose income from securities is only of 
secondary importance, are warranted in taking 
a somewhat less conservative attitude than the 
first group mentioned. But even in such cases 
it is generally a mistake to concentrate entirely 
in common stocks. For some time, we have 
outlined for our readers the type of balanced 

rogram that is suitable for the average person. 

his is made up as follows:—25% in sound 


SOME 


INVESTOR FRIEND 


bonds; 25% in sound preferred stocks; 25% in 
sound common stocks; 25% in speculative 
securities. 

While each individual must decide for him- 
self which particular securities best fit his 
particular needs, this can be done intelligently 
only as a result of a careful study of dependable 
data and analyses such as are supplied to in- 
vestors in THE Financia Wortp. Failure to 
keep financially posted results in many unneces- 
sary losses. Our aim is to give the busy man 
the essential facts about business trends and in- 
vestments in a condensed form. 

It is more than probable that in the coming 
two or three years many concerns will return to 
normal earning power and in some cases exceed 
all former records. Others will never stage a 
comeback. That is why selectivity in invest- 
ments isso important. No investor can afford to 
concentrate too heavily in any single industry or 
company, and every investment should be made 
only after a careful scrutiny of the important 
points that determine future earning power. 

Tue Frnancrat Wortp expects to be of in- 
creasing value to thousands of investors during 
the next twelve months. While we can promise 
nothing to the speculative type who hopes to 
get rich in a hurry, we are very confident that 
we can help the average investor in scores of 
ways. Considerable space will be given to 
analyzing bonds and preferred stocks as well as 
common stocks. 

Do not wait until business is booming before 
you decide you need Toe Financia, Wortp, 
but be guided by past experience which indicates 
that the way to lay plans for profiting by the 
return of prosperity, is by making careful 
selections of securities when a depression is at 
its low point. If you are a long-term investor 
and realize the need for authoritative informa- 
tion and guidance, this is an opportune time to 
subscribe for THe FinanciaL Worxp. 


PREPARE TO 


PROFIT BY RETURNING PROSPERITY—MAIL COUPON 


{If you are already a subscriber, please show this to a friend} F-3 


THE FINANCIAL WORLD, 53 Park Place, New York 


For the enclosed $10.00, please enter my one-year subscrip- 
tion to your Threefold Investment Service, which includes: 


{1} The next 52 weekly issues of The Financial World, includ- 
ing Special Analyses of Attractive Securities in Each Issue. 

{2} The next 12 monthly issues of “Independent Appraisals of 
Listed Stocks.” (Shows earnings, our ratings, etc., of 1350 
stocks listed on the New York Stock Exchange and New 
York Curb.) 

{3} Free privilege of writing you for advice by letter about indi- 
vidual securities by including a stam self-addresed en- 
velope with each inquiry. {Every inquiry is limited to one 
security but subscribers may make several inquiries in each 
calendar month.} 

Your two reprints—25 Selected Low Priced Stocks” and “What 
Lies Ahead?” 


THE SCHWEINLER PRESS, NEW YOK 
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Copr., 1932, The American Tobacco Co. 


“The extra protection to my throat” 


“It’s the extra things I get from Luckies that make me so 


MIND IF 1 COLLYER “ JUNE‘‘? enthusiastic. The extra protection to my throat, the 

extra fine flavor of Lucky Strike’s choice tobaccos. And 

New York's “400.” When June the extra convenience of the little tab which opens the . 
middle-aisled it, dozens of eligi- Lucky Cellophane wrapper so easily.” Q0 

ble bachelors went back into cir- 


culation. Did you see her in f 


WARNER'S “ALEXANDER HAMIL- * 


& & 
TON”? For 4 years she has ~ 
smoked LUCKIES. That nice state- 
ment of hers was not given for 


ae 
Your Throat Protection—against irritation—against cough 
And Moisture-Proof Cellophane Keeps that “Toasted” Flavor Ever Fresh 


= 


